THE PEACE-WAR ECONOMY 
AT THE 90°, COLD WAR AND 10°: HOT WAR STAGE 


Dr. Julius Hirsch 


INCREASING THE EFFECTIVENESS 
OF THE INDEPENDENT AUDITOR 


James E. Turner 


THE ECONOMICS OF BIG BUSINESS 


Edwin B. George 
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STEP 


AHEAD WITH BURROUGHS 


INTO THE AGE OF MICROFILM 


Step ahead into the age where documents can be recorded 
with photographic accuracy in a fraction of a second... 


for a fraction of a cent. 


Step ahead into the age where a five-foot stack of paper 
records can be swiftly compressed into a 1 x 4-inch pack 
where the problems of record storage are 
oF 
o- 


of film 
reduced by 99! 


That is the new age of microfilm—an age in which busi- 


ness methods again advance with Burroughs. 


Burroughs brings you efficient microfilm equipment, 
built to precision standards by Bell & Howell, a recog- 
nized leader in fine photographic equipment. This 
modern equipment is ready to simplify, and to lower the 
cost of, the record keeping of your business . . . to substi- 
tute tiny rolls of film for rows of bulky filing cabinets. 


If there are records in your business, there’s a place in 
your business for the speed, economy and efficiency of 
Burroughs microfilm. Call your Burroughs office for a 


demonstration of this new tool for business today. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICH 


The recorder photographs up to 
400 check-size documents a minute 
with automatic feed... permits 
8mm. or 16mm. photography on 
16mm. film. Photographs one side 
of documents, or both sides simul- 
taneously, with highest clarity. 
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| Bell c Howell | | | Burroughs 
MANUFACTURER | DISTRIBUTOR 
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The reader is a marvel of sim- 
plicity for showing clear, read- 
able images—enlarged to actual 
size of original document, or, in 
some cases, larger. Facsimiles can 
* easily be made in a few minutes. 


WHEREVER THERE'S BUSINESS THERE'S 


Burroughs 
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EXAMINATION 


IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. The enrollment fee 
is $50.00. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, inc. 


A Correspondence School Since 1903 


& 209 WEST JACKSON BOULEVARD 
CEREIiCAG OC: 6, IL LIRSSs 





insurance 


If your insurance program has not had a complete analysis within the past two years, 
it is outdated today! 


gets 


outdated, 


too! 


Thus you need a thorough review of all your insurable hazards . . 


. immediately! 


And that is the first step in the Rollins Burdick Hunter 5-Way Protection Program, a 
result of over 50 years’ experience in insurance counseling. It offers you: 


1. Complete inspection and anolysis of all 
the insurable hazords in your business by 
RBH engineers and insurance experts 

2. Suggestion of an insurance program tail 
ored to your needs, that will give you the 
broadest available coverage at lowest pos 
sible cost. 


3. Establishment of administrative procedures 


DO YOU HAVE PENSION PLAN PROBLEMS? 


We have had years of experience in helping 
businesses of all sizes set up pension pro- 
grams especially tailored to their needs, 
programs that are both safe for the com- 
pany and attractive to the employees 


Rowtins Buroice Hunter Co, 


INSURANCE BROKERS and AVERAGE ADJUSTERS 
Principal Offices 


231 S. La Salle St. 
Chicago 4 


116 John St. 
New York 7 


New World Life Bldg. 
Seatile 4 


thot will tial liabilities. 
4. Periodic inspection of all your properties to 


help you control or eliminate loss exposures. 





your pot 


5. Representation of your interest at all times 
in the settlement of losses. 

For full information, with no obligation to 
you, merely write Rollins Burdick Hunter. Do 


it now — next month may be too lote. 





WALTER MITCHELL, Jr., Edstor 
Paut HAASE, Managing Editor 


J]. A. MurpHuy, Advtg. Mer 
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will help 
. YOU.. 


SELECT RECORD-KEEPING 
PAPERS AND CARDS 


Accountants, treasurers, controllers and book- 
keepers know that record-keeping can be 
done better at low cost on papers and cards 
made with new cotton fibers. The question 
is: Which records should be on paper or 
card of 100% new cotton fibers, which on 
75%, which on 50%, and which on 25%? 


The booklet shown above includes a new 
table telling how much wear and how many 
years’ service can be expected of the various 
grades of ledger papers and index cards. It 
includes valuable suggestions for making 
your record-keeping work, and the buying 
of the forms, more efficient and economical. 


Parsons makes seven types of ledger paper 
and three types of index card stock in a 
wide variety of weights and colors, all made 
with new cotton fibers. All take clean, sharp 
entries from pencil, pen or machine with no 
smudging, and will stand rigid in your files. 
The no-glare surface is restful to the eyes. 
They are engineered to the specifications of 
America’s leading manufacturers of book- 
keeping equipment. Each sheet is solid — 
not pasted — so it cannot split. Ink will not 
run on the fibers. Erasure with chemicals, 
rubber or scratcher, leaves a smooth surface 
the same color. 


King Cotton, symbol of quality in paper, 
suggests: “Send the coupon today for your 
free copy of ‘How To Make Your Records 
Legible and Lasting’. It will 

help you select the right paper \ em 

for various applications, and “y 
gives valuable hints on saving 

time, effort and paper.” y 

SSeS SSS SS SS SBS SSS ee eeaeaeaeaanaee 
PARSONS PAPER COMPANY 


DEPARTMENT 8G 
HOLYOKE, MASSACHUSETTS 


Please send me, without cost or obligation, your 
booklet on selecting the right record-keeping paper 
or index card for each job 


Name 

(PLEASE PRINT) 
Organization 
or Company 


Screet 


City or 
Town State 
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VIEWS ACROSS THE SEAS 

The 
from a letter by Mr. P 
» the ed:tortal by Waltes 


following observations are extracted 


Livingstone Arm- 
‘frong in ve sponse 
Mitchell, Jr.. in THE CONTROLLER for Feb- 
ruary, 1950, ( page “Controller- 
ship in England their 
cance, THE CONTROLLER is happy to publish 
rome le ngth, al 


54) entitled 
Because of 1gnifi- 
Mr. Armstrony views at 
though space | tions required the dele- 

trust the 


tion of some paragraphs We main 
Irmistvong letter is 


thought of Mr “nim 
paired th erepvy 


The Editors 


Editors, THE CONTROLLER 

As I see from my copy of the April issue 
of THE CONTROLLER that no one has taken 
up your editorial in the February issue on 
controllership needs in Britain, I feel some 
reply may be useful 

I am in practice as a Chartered Account 
ant, specializing in Management control 
questions, after some 15 years in industry. 
I have been a regular reader of THE CON 
rROLLER for some years, and find it most 


interesting. I feel sure that it has great 
scope in dev ps better practices in con- 
trollership, and that we in Britain shall 
make good use of it too as reflecting the 
best American thought in this field. . . 

I have, of course, very great admiration 
for the executive and organizing abilities 
of American engineers and their great 
achievements. But these remarks below 
are more from the controllership aspect, to 
convey something of the circumstances 
which apply in Britain so that we may help 
each other through better understanding. 

In THE CONTROLLER for February, 
1950, you noted a suggestion by one of 
your contributors that American efficiency 
methods are so greatly needed in Britain 
that immediate steps should be taken to 
introduce them through controllership 
channels. 

Such a statement, however well meant, 
can easily convey a wrong impression. And 
it would be particularly unfortunate at this 
time if the controllers of America were to 
accept or believe this without considering 
the facts. 





PENSIONS! 





EMPLOYEE BENEFITS! 
DEFERRED COMPENSATION! 


More important than ever! 


For new plans or revision of old plans 
consult 


PENSION CORPORATION OF AMERICA 


20 PINE STREET, NEW YORK 5. N.Y. 








Britain Not Lagging 

It is not only misleading to suggest that 
Britain is seriously behind the U.S.A. in 
management ability and efficiency: it is 
quite untrue. Management in Britain is 
quite different in circumstance from that 
in America, except in a minority of busi- 
nesses, which are on a similar basis to yout 
own. In most of these the same type of 
control operates and they frequently com- 
pare favorably with the best American 
standards. 

There are, of course, exceptions to all 
generalizations: undertakings to which the 
close competition of prewar years has not 
yet returned, or in which keen and efficient 
management is lacking. But these are few 
and are not representative of British man- 
agement as a whole, which is generally of 
high technical competence and ability, 
dealing patiently with conditions of great 
difficulty and receiving more kicks than en- 
couragement. 

While we are extremely interested in 
every phase of American business develop- 
ment, and particularly the efficient methods 
of controllers’ departments and the use 
made by the line executives of the informa- 
tion they produce, these facts must there- 
fore not be forgotten. We cannot readily 
apply American methods in Britain. They 
can only be applied in suitable circum- 
stances and usually with considerable modi- 
fication. 


Objectives and Methods 

In each country we are seeking similar 
objectives. In Britain we often achieve 
these objectives in quite a different way to 
yours. The methods have to fit the organi- 
zation: and results alone show the measure 
of efficiency. 

Most businesses in Britain are directed 
by one man or a few men of high technica! 
ability, working upon sound traditional 
principles. In the majority of cases their 
size is smaller than 500 employes, and con 
trol is exercised by close personal famili- 
arity with the day-to-day activity in thei: 
factory. Where growth and decentraliza 
tion have taken place, the comparison with 
American organization is on a better basi 
Even so, conditions are still very different 
in Britain to those which apply in the 
States. 

The important difference, ot 
course, is the absence of a large domesti 
market. Export is nothing like the same 
and brings its own train of problems add 
ing to costs and overheads, as well as politi- 
cal difficulties in currencies and quotas 
This emphasizes, more than ever before 
the basic problem of low costs on limited 


most 


production runs. 

In Britain no less than in America tl 
conception applies in industry that an er 
gineer is a man who can make for a dollar 
what another could only make for twenty 
dollars. The difference in 
alone limits the British application in the 
quantity field. Markets and output have 


circumstance 





Controllers... Auditors 


HOW YOU CAN STRENGTHEN 
YOUR INTERNAL CONTROLS 


MM NS 





The need for thorough cancellation of the complete In- 
voice Bundle after having been paid is obvious. More 
and more, controllers are relying on perforation to do 
this job because only with perforation can the invoice 
and all supporting papers be cancelled in one motion. No 
skipping—no altering—no eradication. Remember, “you 
can’t erase a hole.” 


Perforation Uses for Other Internal Controls. 
Besides invoice cancellation CUMMINS perforation will 
strengthen many of your internal controls (usually with 
considerable savings of time and labor). Some of the 
other uses are: validating; automatic numbering for 
checks and vouchers; receiving or performance marking; 
numbering orders for filing ; scheduling control or collat- 
ing; marking all manifold forms; receipting; coding; 
pre-billing installment payments; process-resistant or 
special material marking; sample or ownership marking. 


Four thousand invoices and their supporting papers are cancelled Cummins strengthens any accounting or control system 
daily with Cummins 300 Perforators at J. J. Newberry Co. (Chain —WITH NO CHANGE IN YOUR 
Stores). This accounting function is handled in the course of routine PRESENT METHODS or FORMS 
by 8 service clerks, each using a machine for about 5 minutes « day And, perhaps most important of all, with Cummins safe- 
The Company estimates that a Cummins Perforator saves Newberrys 
$7,680 annually in handling costs, etc., in addition to providing 
complete protection for their accounts payable system. 


guarding and strengthening your internal controls—you 
have far more time for executive planning and supervision. 


In Business and Banks Since 1887 § 


FIGHTS CAD GG FRAUD 


If you would like to analyze the 


s f s int | Shee , 
pirat ipcleleaman giesd agen Originators of Perforators—101 Uses for Permanent Marking 


CUMMINS BUSINESS MACHINES CORP., CHICAGO 40 


control system, ask for FREE 
copies of our Survey Question- 
naire, printed on plain paper. r ~ 
Also get your free copy of “How Cummins Business Machines Corp., Chicago 40, Ill. Dept. C-6 

to Guard against FRAUD and nd rREE booklet “How to Guard 


loss through error and negli- ure on Perforators Check Endorsers and Check Signers 


” P y Questionnaire on Interna 
gence.” Call your Cummins man 
today (in all principal cities) or 


send coupon. No obligation. 














been restricted for a long time through 
political or economic conditions, When 
this restriction is lifted, as happened dur- 
ing the War, comparable costs and meth- 
ods are immediately apparent. 

But it is much harder to make small 
quantities cheaply, when special-purpose 
plant layout, machine tools, and fixtures 
are uneconomic, and overhead burden 
must be kept right down: it places a high 
premium on the skill, training and experi- 
ence of the engineer; and this quality in 
the man—at all levels from shop floor to 
director—is a feature of British engineer- 
ing, in which thorough training on sound, 
basic principles is fundamental. 


War's Effect on Costs 

Again, like you in America but to a 
greater degree, we have the effect of the 
War in much higher fixed costs and higher 
taxation. These higher fixed costs give a 
high break-even point in most businesses. 
The upper part of the scale is often unat- 
tainable by reason of material and labor 
shortages or political restrictions at home 


Records, records, everywhere—and not 
an inch of space. That's the cry of the mod- 
ern mariner, piloting the ship of com- 
Merce 


THE CONTROLLER has recognized the 
importance of record preserva'ton and 
sorage. Feature articles, surveys and com- 
posite experience stories have appeared 
from time to time 


To make 


riding a pet hobby horse, we decided to ask 


sure that we were not over 


if we should continue 
how 


you——our readers 


to explore th lone 


records must be kept and how to keep them 


twin topics ot 


at less cost in less space 
You gave us a bright, green light 


96% of you answered this question in 
our April survey. Practically two thirds 


(65.5 to be precise) were very much in 


THE CONTROLLER 


or abroad. This means management must 
cover the break-even point as a primary 
duty, and under present conditions this 
often takes up a great deal of daily time. 

This situation directly affects our con- 
trollership, or accounting, aspect. The com- 
petence of the engineering management 
executive in the smaller factories, in close 
touch with the day-to-day problems, re- 
duces the need for extensive cost reports 
and analyses in view of the limited pro- 
duction runs. Emphasis is placed upon 
economic operation, with the maintenance 
of financial stability as the primary require- 
ment. 

This problem is aggravated by the 
weight of taxation, which greatly affects 
liquid capital resources, and to which the 
accountant must necessarily give much 
time. 

Our controllers, or accountants, there- 
fore have to act as the right hand of man- 
agement in dealing with these conditions. 
Their basic training, under the require- 
ments and standards of our leading ac- 
countancy bodies, from which nearly all 


terested in these topics. 18.5% were some- 
what interested. Those to whom these sub- 
jects are of major importance outnumber 
the others about 2 to 1. 

THE CONTROLLER will, therefore, con- 
tinue to explore these topics, throwing as 
much light upon them as is possible. (And 
we will remember your suggestions about 
bearing in mind the legal aspect of record 
preservation. ) 

However, the minority with only nomi- 
nail interest in this topic need not be 
alarmed. THE CONTROLLER wi// never be- 
come a one-topic publication. Nor will it 
overlook your other, broader interests. We 
think that we can stand on our record in 


{PIS re ipect. 





And we now record our resolution to 


end this note—before we yield to the temp- 


tation of playing on words! 


. AUGUST 1950 








Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page. 

The Editors 





are recruited, is founded on the practical 
application of accepted accounting prin- 
ciples. The conditions above greatly affect 
their work and organization: advanced 
techniques can only be applied in appropri- 
ate cases, and then must be essentially 
practical for the particular business. 


An Urge for Improvement 

Even so, there is a continuous urge for 
improvement in method. Our young ac- 
countants in industry and commerce are 
keenly interested in the best cost and man- 
agement control applications, and highly 
critical of management standards here. 
These are under continuous research and 
discussion, both through officially and pri- 
vately supported management research or- 
ganizations and the professional account- 
ancy bodies. 

The problem is much wider than this, 
however. The average British workman 
and executive is working just as hard each 
week as their American counterparts, and 
under similar conditions can produce and 
do just as much, with comparable ethciency 
in working. Even if incentive is small, 
Britain will work through to solvency by 
her own efforts provided that fair trading 
conditions will allow this. But until mar- 
kets are freer for products to be offered 
— ely, the limitations of restricted 
production will continue to apply. 


Today's Challenge 
The Western World today faces its grav- 

est challenge in history. The American and 
British people together can meet and over- 
come this, provided there is better under- 
standing of each other's problems and the 
will to work together to solve them. The 
Controllers and Public Accountants of 
America, occupying as they do the most 
important and responsible function in 
modern business organization, by their de- 
cisive influence on right thinking can play 
a grat part in this. It is, after all, nothing 
less than a direct contribution towards re- 
ducing the misery and saving the peace 
of the World. 

Uk Bo ok 

I hope these comments will be of in- 

terest and if you feel you would like to use 
them to help better American-British re- 
lations, please do so. Your own comment, 
as your editorial referred to above, is 
greatly appreciated and I look forward to 
hearing more of it. 

P. LIVINGSTONE ARMSTRONG 

Newton, Armstrong & Co 

London, England 





Now Small Businesses can Afford 


Machine Accounting... 


*Put this efficient machine 
on vour payroll for as little 
as $65 down, the balance 


in convenient payments. 


... with this new Low-Price 


Underwood Sundstrand Portable Posting Machine 


At last, small businesses can have the machine 
they’ve been looking for . . . at a price they 
can afford to pay. You'll be amazed at the 
variety and amount of work this new posting 
machine will do! 

You'll use this latest member of the famous 
Underwood Sundstrand family to post Ac- 
counts Receivable . . . Accounts Payable .. . 
General Ledger . . . Inventory .. . Payroll. 
You'll use it to extend or verify invoices, cal- 
culate discounts, figure percentages . . . and 
many other jobs involving addition, subtrac- 
tion, multiplication, and division. 

And what simplicity! There are only ten 


Underwood Corporation 


Accounting Machines ... Adding Machines... 
Typewriters ... Carbon Paper... Ribbons 
One Park Avenue, New York 16, N. Y. 
Underwood Limited, 135 Victoria St., 
Toronto 1, Canada 
Sales and Service Everywhere 


' 


numeral keys, grouped under the finger tips of 
one hand. Y our present office workers develop 
a fast ‘‘touch’’ method after just a few min- 
utes’ practice. As a result, heavy work-days 
and month-end peak loads are quickly elimi- 
nated. You save time and money and get 
printed proof of accuracy at every step of every 
posting operation. 

See this new, low-cost multi-purpose ma- 
chine at your nearest Underwood office, or 
phone for a demonstration in your office. 
Meantime mail the coupon for illustrated 
folder today! 

tt. 
UNDERWOOD CORPORATION 
One Park Avenue, New York 16, N. Y. 


Please send me new illustrated folder describing the New 
Underwood Sundstrand Portable Posting Machine. 


Name 
Company 
Street 


City 





Association Efforts Pay 


One of the officials of the Bureau of the Census recently 
gave credit to the American Marketing Association fog in- 
directly improving the quality of the census of population 
recently taken. He pointed out that the Marketing Asso- 
ciation and other organized leadership of business made a 
careful presentation to Congress suggesting that the census 
of business be made in the third and eighth year of each 
decade so that they would not fall at the date of the decen- 
nial Census of Population. 

This has resulted in various economies. It also resulted 
in the fact that the Census of Population inherited field of- 
fices and trained personnel which took the census of busi- 
ness during 1949 and were able to continue directly on the 
census of population. This has meant substantially greater 
productivity and fewer errors. 

For very small effort, organized leadership of technical 
groups—such as marketing men, controllers and others 
can and does save millions of dollars for taxpayers 


What Is Honesty? 

In a recent speech which has come to our attention, Sir 
Ernest Benn, British business man and philosopher makes 
the following observation 
described as a force governing 
When the trans- 


Honesty lay he 
adédiings between 


tween masses, they tend to become 


individuals. 
when between nations there 15, indeed, 


pretense of honesty about them,’ 


RiGHTs For Rosots published in Jn Brief. 


When you think about it historically, his observation 1s 
strikingly and alarmingly true. Perhaps there ts little that 
readers of this page can do about it except to hope that such 
efforts as the United Nations will move the human race 
stronger concept of honesty between 


gradually towards 


masses and nations 

But, there is an important aspect of human institutions 
which our philosopher friend neglects—namely corpora 
tions. Apparently there was a time when honesty among 
corporations had about the same standing which Sir Ernest 
gives it among masses. As time has gone on in this country 
the ethical standards of corporate transactions and corporate 


management have improved 
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Today it can safely be said that corporate standards of 
honesty are about on a par with those of individuals. The 
controller has been an important force in bringing about that 
change. It has meant better business, more prosperous cor- 
porations and a greater public confidence in corporate busi- 
ness, as customer, supplier and a place for savings investment. 


Turn Day into Night 

One thing which has always baffled us in the matter of 
banking is that if you want to make a deposit in the night 
you can do it without a moment's waste of time. But, if you 
come around during banking hours you're likely as not to 
have to wait in line. Why not give the daytime depositor the 
option to put his deposit down a slot if he doesn’t want to 
wait? Maybe some banks have tried this but we haven't hap- 
pened to run upon one. 

Obviously, with corporate depositors it would be a policy 
decision in the controller's or treasurer's office as to whether 
the employe making the deposit would be allowed to use 
that facility, or whether he must bring back an immediate 
receipt. But, certainly on the other side of the picture, if we 
are willing to trust the bank to recheck a deposit made at 
night, many depositors presumably would be willing to trust 
the bank in the daytime. 

How much would depositors gain by reason of eliminat- 
ing lost time of employes waiting in bank deposit lines? How 
much would banks gain by reason of spreading the load of 
peak periods and a better scheduling of work? 


Can You Say It and Make Them Listen? 

It's a part of the task of business leadership to be able to 
tell the story of business, to be able to speak in public and 
make it stick. Can the executives in your company do a job? 

The first step in doing any job is to assemble the tools. 
The first tool here is the knowledge of public speaking. It 
comes naturally to only a few men, but almost anyone can 
learn it. 

The controller, as much as anyone in top management 
needs this tool. He’s the man who knows the facts about 
the wages paid and the significance of profits 
He 


should be ab/e to assume the role of spokesman if called 


the business 
IN preserving continuity and stability of enterprise 


upon to tell the story 

Plenty of commercial agencies will set up classes in your 
plant or admit individuals to classes formed through pub- 
lic advertising. If location or company policy doesn't permit 
that, an almost equally effective job can be done by a vol- 
untary group meeting at regular intervals. One of the sim- 
plest yet most effective devices is to have a recording made 
of the next talk you g ve—preferably on the same dictating 
equipment you use in your office thus making it easy to 
play back 
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We would welcome the opportunity to | Withoutexpense or obligation onyour 
assist youinthedevelopmentofappro- _ part, we would study your personnel 
priate provisions for a retirement data and submit a report including 


or other employee benefit program. cost estimates for variant provisions. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
Pension Trust Division 


11 Broad Street, New York 15 . Telephone HAnover 2-9800 











Whatever your figuring job is 
Monroe makes the model to do it 


Monroe CALCULATING Machine 


NEW MODEL CSA! The very latest type 
fully automatic has just the features re- 
quired for the economical handling of 
all your general business figure work. 


“One lump or two ?” 
Monroe ADDING Machine 


RHYTHM-ADD! Operators rave about the 

effortless speed of Rhythm-add, give 

ss a . - 4 Xt Seas credit to Monroe design, “Velvet Touch"* 
When it comes to figuring which of these iar ar yar pte i eel 


Sahara station wagons is preferable, we'll confess 

even a Monroe won't help. But for every 

other figuring or accounting problem. we'll shout this fact 
from camel, horse, or piggy-back: Monroe's your 


answer! For simplicity, for efficiency —yes, even for 


Monroe ACCOUNTING Machine 


VERSATILE! A multi-purpose bookkeeper 

r that handles several kinds of jobs. Like 
by the beard of the Prophet, whatever your figure need, all Monross, its “Velvet Touch"'* is one reo- 
7 son operators who know prefer Monroe. 


comfort! And that, Effendi, goes for all figure problems. For 


Monroe makes the model to meet it. 
* VELVET TOUCH” originated in 1935 to de- 
scribe Monroe's matchless ease of operation 


Every Monroe is sold only through 
Monroe-owned branches; serviced 
Monroe's factory-trained organization. 


M O N RO E MACHINES FOR BUSINESS 


Monroe Calculating Machine Company, Inc., General Offices, Orange, N. J. 





Increasing the Effectiveness 
of the Independent Auditor 


James E. Turner 


OR SEVERAL WEEKS out of every year, 
the controller's divisions of most com- 
panies are besieged with representatives 
from independent accounting firms en- 
gaged in the process of reviewing the com- 
pany’s records for the year. Sometimes, 
the weeks stretch out into months. Since 
the purpose of the work of these independ- 
ent accountants is a review of the com- 
pany’s financial position as of the end of a 
given year, as well as the results of opera- 
tions during the year, these independent 
accountants are engaged in checking and 
verifying records and asking pertinent 
questions at a time when the regular work 
of the controller's division is at a peak. 

Because the average accounting officer 
of the company welcomes an independent 
review of the records under his supervi- 
sion, very little thought is often given to 
the fact that the auditors are sometimes 
anything but helpful during the peak pe- 
riod that results from a company’s year-end 
closing. It is doubtful, however, if an in- 
dependent auditor ever completes an as- 
signment without inconveniencing some 
portion of the client's staff. This inconven- 
ience has been accepted by most control- 
lers as being a part of the necessary cost of 
the independent audit. 

Undoubtedly, this has been accepted be- 
cause it is realized that the independent 
audit must be made at an inconvenient time 
in order that the auditor's certificate can 
accompany the official release of the com- 
pany’s financial statements. It is also un- 
doubtedly tolerated because a very large 
number of controllers have, at some time, 
been engaged in public acounting work, 
and consequently appreciate that the in- 
dependent auditors must necessarily in- 
convenience members of the company’s 
organization in order to obtain necessary 
information, 

In some companies, considerable 
groundwork has been laid in an effort to 
reduce the amount of inconvenience to a 
minimum. Where such programs have 
been carried out, two notable results have 
been achieved. In the first place, there has 
been a reduction in the amount of work 
that the auditors have had to perform, re 
sulting in less disruption of the regular 
work performed by the client's organiza- 


tion. In the second place, because of less 
work, the audit fees have been reduced. 

Since tne cost of auditing work per- 
formed by independent auditors generally 
is charged against the controller's division, 
that company official should, of course, be 
more than casually interested in any pro- 
gram that would tend to reduce the over-all 
cost of auditing. Most controllers feel that, 
in most cases, there is good cooperation 
between the company's organization and 
the independent auditors. An analysis of 
the type of cooperation that exists be- 
tween independent accounting firms and 
members of clients’ organizations indi- 
cates, however, that such cooperation con- 
sists primarily of supplying the auditors 
with information as requested. 

As previously indicated, however, the 
time when the independent auditors may 
request information may not be a conven- 
ient time for the member of the company’s 
organization from whom the information 
is being requested. Some companies go 
considerably further in their cooperative 
relations with the auditors and it is these 
companies who have found a resulting 
financial savings. 


Schedule the Program 

In order to obtain the best results from 
the independent audit, the company should 
closely program its year-end closing 
schedules with the audit program of the 
independent accounting firm, Sometime 


before the actual audit commences, a mem- 
ber of the auditing firm in charge of the 
audit program should meet with the con- 
troller or his assistant for the purpose of 
defining the relative programs for both the 
auditing firm and the company. The com- 
pany should indicate exactly when it in- 
tends to finish routine journal entries and 
close its voucher register, its general 
ledger, etc. A date should be definitely es- 
tablished as to when a trial balance will 
first be available. The company likewise 
should schedule dates when detail infor- 
mation will be available for property rec- 
ords, accounts receivable, inventories, etc. 
Most important, the company must adhere 
strictly to this prearranged schedule. 

The company should obtain from the 
auditors a list of all reports which the 
auditors will require as part of their work 
papers. A great deal of time can be saved 
on the part of the auditors, if, after con- 
sultation with the company officials, ways 
and means can be found whereby certain 
analyses prepared by the company as basic 
sheets can be used by the auditors in con- 
junction with the audit. In some cases, the 
company may find it feasible to change the 
content of regular monthly or year-end 
analyses so that they will meet the require 
ments of the auditors. In other cases, the 
auditors may find that they can change 
their program to use existing schedules 
and analyses prepared by the company. By 
so doing, a large amount of time can be 
eliminated that otherwise would be re- 
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quired for the preparation of work sheets 
by the independent auditors. 


Inventory Procedures 

With respect to the taking and checking 
of the physical inventory, the company 
should work up its own program for the 
taking of the inventory. This program, 
however, should be carefully reviewed 
with the auditors well in advance of in- 
ventory date. A thorough review of the in- 
ventory procedures in advance of the inven- 
tory date may well reduce the amount of 
checking, which otherwise might have to 
be done by the auditors. The program for 
releasing materials after the inventory has 
been taken and checked should be 
thoroughly understood so that the com- 
pany’s operations are not held up any more 
than necessary. 

As a result of carefully preparing in- 
ventory procedures in advance, review- 
ing these procedures with the auditors and 
following the procedures without excep- 
tion, the time required for the taking of 
the physical inventory and the correspond- 
ing checking by the independent auditors 
may be substantially reduced. It is im- 
portant that a part of the inventory pro- 
cedure preparations be made in advance of 
the inventory taking so that all inventories 
of raw materials, work-in-process, finished 
goods, stores, etc., are neatly arranged in 
well-planned locations. 

Obviously, one of the first requisites to 
the taking of a good physical inventory is 
good housekeeping with respect to the 
items that comprise that inventory. 


Another opportunity to reduce the time 
spent by the independent auditors in de- 
tail checking exists in the proper use of ac- 
counting procedures and a resulting routine 
follow-up by the company’s own internal 
auditors. Copies of all existing procedures 
should, of course, be given to the inde- 
pendent auditors in advance of their audit. 
Any changes that might be made in these 
procedures in order to bring them up to 
date with existing conditions should like- 
wise be provided for the auditors. Copies 
of all reports prepared by the company’s 
internal auditing organization, as a result 
of periodic routine audits of various de- 
partments of the company, indicating 
whether or not established accounting pro- 
cedures are being followed, should like- 
wise be given to the auditors. If these re- 
ports are properly done, the time spent by 
the independent auditors in reviewing such 
srocedures and doing detail checking will 
se substantially eliminated. 


Branch Office Audits 

In some cases, it may be advantageous 
to the company to utilize the work of the 
auditors in lieu of work by some part of 
the controller's organization. Recently, my 
company found it convenient, after pre- 
liminary discussions with the independent 
auditors, to have them do certain detail 
work at certain branch office locations, 
which normally would have been done by 
the internal auditing staff. In these particu- 
Jar instances, a large amount of money 
would have been expended in traveling by 
the internal auditing staff, whereas the in- 
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dependent auditors used one of their 
branch offices located nearby. 

By working with the auditors, we were 
able to have them follow our own internal 
auditing procedure and even supply us 
with a copy of the internal audit ques- 
tionnaire all completed. This was done at 
very little additional expense to the com- 
pany as a portion of the work would have 
been done by the independent auditors 
anyway. 


Tax Returns 

Another place that it has proved ad- 
vantageous to expand the operations of the 
independent accounting firm has been in 
the preparation of Federal and State tax 
returns. By properly preparing their work 
sheets in advance, the auditing firm is in a 
position to prepare the Federal and various 
State tax returns directly from the work 
papers at little additional expense. This 
has eliminated the necessity for having a 
full-time tax department within the com- 
pany to prepare returns. 

The responsibility for the filing of re- 
turns on schedule, including those pre- 
pared by the independent auditing firm, 
still rests with the company. A review of 
these returns and the preparation of other 
tax returns has become one of the functions 
of the internal auditing staff. 

While it is recognized that such a pro- 
cedure is probably not practical for a very 
large company, it has definitely proven 
practical for my own company. Currently, 
we file over 200 tax returns during the 
course of a year, at a fraction of the cost 
that would have resulted had we organized 
a full-time tax department. 


Closing Schedule 

By programming in advance the com- 
pany’s closing schedule with that of the 
independent accounting firm, my own com- 
pany has found that there has resulted a re- 
duction in overtime on the part of both the 
public accountants and the company’s ac- 
counting organization. At the same time, 
an earlier closing has resulted. 

For the last several years, certified fi- 
ancial statements have been made available 
to our Board of Directors well before the 
end of January and the completed pub- 
lished report to stockholders, which in- 
cludes a certified statement has been re- 
leased in the early part of February. The 
total cost of the annual audit by the inde- 
pendent auditors, meanwhile, has reflected 
the reduction in time spent by them in the 
course of the audit. 

We have found, however, that the pro- 
gram for coordinating the activities of the 
independent auditors with the company’s 
accounting organization varies from year 
to year. Likewise, it will vary substantially 
between companies. The program must be 
tailor-made to fit the individual company 
as of a given date. This forward-planning 
requires time. My experience indicates it 
is well worth the extra effort. 





The Peace-War Economy at the 
90% Cold War and 10% Hot War Stage 


Dr. Julius Hirsch 


T this moment, we are engaged 90% in a ‘‘cold war’ and 10% 
A in a “hot” war. Economically, this 10% share is bound to 
grow weck by week. 

There is no sign at present that Stalin wants to expand the area 
of the hot war in the near future. For the time being, it evidently 
serves his interests to draw as many of our men and as much of 
our material as possible to the remotest theatre of warfare—the 
Pacific and the peninsula of Korea. 

Should Stalin harbor the intention of breaking out further, 
either now or a little later, the following would be 


The Next Peril Points: 
1. BERLIN AND THE GERMAN OCCUPATION ZONI 
A move here would mean direct, open conflict with American 
soldiers. This would put the shooting war up to 50% or better, 
at no great advantage to Stalin. 


2. AUSTRIA 
Practically the same conditions hold here. 


3. FINLAND 
This country is so dependent on the good will of Stalin that 
most of the things he would want could be had without war. 


4. YUGOSLAVIA—probably Stalin’s easiest chance. 

If Stalin were to attack Tito, would the U. S. send troops, planes 
and battleships to protect one Communist from another Com- 
munist ? Especially after a few thousand U. S. casualties would 
have piled up in Korea? On the other hand, if Stalin were not 
stopped by Tito, Stalin’s own or satellite armored columns would 
be passing through Bulgaria at the very frontiers of Greece, 
within striking distance of the Bosporus, and the weak spots of 
the Eastern Mediterranean where our security investment has been 
a heavy one. 

Yugoslavia might be the most tricky way for Stalin to break 
through, provided that Western sympathy for the cause of Tito 
could not be raised above a lukewarm level. 


5. IRAN 

This country has already been in trouble because of her oil. The 
province of Azerbaijan was evacuated by Stalin in 1946 only after 
strong pressure was brought to bear by the U. S. and Great Britain. 

If trouble should break out again, Iran’s next-door neighbor 
would be Turkey, who would not take any action unless attacked 
herself. The Arab states, immediate neighbors of Iran, are not 
only doubtful, but much too weak to be counted upon. 

If Stalin were to attack Iran, the British garrison would be 
far away, and American support would present considerable geo- 
graphical difficulties (through the Indian Sea—Persian Gulf). 


Effects of a10% or More Shooting War— 
Entering War and War Mobilization Piecemeal! 
1. THE ECONOMIC SITUATION TopAy AS COMPARED 
1940-1941: 
(a) At the outset of World War II we had 9 to 10 million 
unemployed, or more than 25% of the entire labor force. At this 
moment we may have 3 million, or less than 5% of the labor 


WITH 


force, which means practically full employment. Every war-needed 
shift of labor will be much more difficult than ever before. 

(b) In 1939 we had declining prices rather than stable ones. 
Now the vulnerability of our whole price system is obvious. At 
that time we were still struggling hard against deflation. Today 
we have barely emerged from an inflation. 

Look at the difference in the public debt. In 1939 we were not 
yet at the $50-billion mark. At this moment we have reached ap- 
proximately $260 billion. We are not in the same position to 
start pyramiding additional hundreds of billions. 

(c) At the outbreak of the Second World War our farm pro- 
duction was cut down by restrictions. Since then, our agricultural 
potential has inc reased by about 35%, our population by 15%. 

(d) Europe was not dominated by Socialism as it is today. The 
British Empire had at least the semblance of a real power in Asia. 
Non-Soviet Europe is weaker than it ever was before World War 
Il. 

(e) In 1939 this country did not seem to be seriously vulnera- 
ble to attack. We could build an aircraft plant on the shoreline 
of the East Coast, where shelling from a single enemy submarine 
would have paralyzed production for weeks. The atomic bomb in 
Russian hands has dangerously increased our own immediate vul- 
nerability. 


2. MorE INFLATION—No LONGER AN “IF” 

ONLY, “How MucnH?” 

Even a small-scale mobilization means, under present circum- 
stances, a shot-in-the-arm for inflation. Already the Dun and 
Bradstreet “food basket’’ index has bounced back up and is close 
to the highest levels of 1948 

Even if the area of the hot war should remain within its present 
boundaries, the economic pressure is bound to grow. 

In one direction, we have certainly been caught by surprise. 


(Continued on page 350) 
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(Continued from page 349) 


We Are Being Drawn into a Partial Mobilization and 
Into a Shooting War Piecemeal 


Under the pressure of Bernard Baruch and a few others, the 
Government was little by little in the process of preparing an 
economic’ mobilization plan for World War III. (See also Pro- 
ceedings of the American Economic Association, December 
1949). However, the whole thinking, partly under the dominating 
influence of the Baruch “over-all ceiling plan’ for all prices, 
wages, rents, interests and even profits, centered around a sudden 
mobilization of all our military and economic resources. 

What we are getting instead is a partial mobilization, but cer- 
tainly not merely a “police action’”’ as stated by President Truman. 
We are entering the war “piecemeal,” and we are not at all pre- 
pared for a piecemeal economic mobilization. 

This unpreparedness is bound to create tight situations in some 
parts of our economy. 

No over-all controls can be imposed at the 10% stage of a 
shooting war. This means, however, that there will be considera- 
ble price fluctuations from industry to industry and commodity 
to commodity strengthening the inflationary trends and powers 
beyond the necessary point. 


3. COMMODITIES 

The commodity markets show the usual price increases, which 
mark the beginning of a war-like situation. 

(a) Prices of strategic raw materials, including wool, showed 
a rising tendency from the first news of the fighting in Korea. As 
our stockpiling may, after a short time, prove insufhcient, we ex- 
pect voluntary priority agreements’ to develop. (See below). 

(b) The prices of grains would have been higher in any case 
than last year because of shorter crops of wheat and food grains. 
Some ideas of stockpiling grains outside this country have been 
aired. Restrictions have not yet been seriously discussed. There is 
enough grain available for’all domestic and export purposes. In 
the case of corn, carryovers from this year will have to be drawn 
upon and this will make for a relatively high price level through 
most of the next crop year. Our large stocks of grain, only a short 
time ago considered surpluses, will be very much needed in a war 
economy to support increasing animal numbers. 

For this period, plans to cope with surpluses by subsidies 
(Brannan plan) have lost all meaning. 


4, EFFECTS ON SOME INDUSTRIES: 

(a) The boom in “consumer durables” and in housing will 
certainly be considerably impaired. War, even on a small scale, 
requires more steel, more of practically all metals, an ever-in- 
creasing volume of oil and other fuel. Therefore: 

(b) The iron and steel and other metal producing or process- 
ing industries will have to struggle with the well-known prob- 
lem of insufficient and shrinking raw material supplies. 

Larger inventories, a worry yesterday, will become a blessing. 

In this sector, ‘‘voluntary’’ priorities are almost bound to ap- 
pear after a very short period. (See below). 

The attempt to limit consumption of hard goods by credit re- 
(Regulation W) and less liberal mortgage terms will 
surely be made. (See below) 

(c) The and apparel industries ate expecting larger 
orders from the Army. The wool processing industry may receive 
the first of As tol, goods will be curtailed, the 
purchasing power which is diverted will be catapulted back to the 


frictions 
lextile 
such orders 


soft goods counters 


(d) Food consur including alcoholic beverages, will 


rise as it always does when the military forces increase in num- 


bers and some civilian goods become (or threaten to become) 


scarce 
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(e) Oil may become scarce soon. 

Alcohol production may soon expand to full capacity. 

Synthetic rubber plants have again taken up production. 

Large-scale chemical production, including synthetic nitrate, 
has already been stepped up, as must a/rplane production. 


5. ADAPTATION OF BUSINESS LOCATION AND SET-UP—DECEN- 

TRALIZATION AND PROTECTION 

(a) The first worry of the Administration must be to protect 
centers of communication. All expedients to protect communica- 
tion lines and all possibilities of using auxiliary roads (circum- 
venting the centers) will be urgently needed. 

(b) Decentralization of work should be considered in every 
manufacturing industry, in view of the fact that all the big centers 
may be threatened. For individual concerns at least, plans as to 
what to do if larger plants should be unable to function should 
be worked out in advance and perhaps implemented in ‘ghost 
order” form. 

(c) The sub-contractor system should be expanded and, as a 
precautionary measure, sub-contractors should be induced to con- 
sider plans for decentralization. The Germans had a good deal 
of their war industry underground during the last war. They 
particularly tried to protect the most vulnerable parts of their in- 
dustry—and in individual concerns, the most vulnerable parts of 
the machinery and other equipment (explosives, research labora- 
tories, etc.) The Russians, incidentally, have first-class German 
advisers with great experience in precautions against bombing. 


6. NORMAL EXPORT BUSINESS is bound to fall off: the Pentagon, 
in the event of an expanded war, will become our main “export 
agency.” 

7. OUR MONETARY POLICY will soon implement all anti-infla- 
tionary measures short of direct controls. (See below). 


8. NOTES ON THE LABOR SITUATION, AN UNEXPECTED TIGHT- 

ENING OF THE LABOR MARKET 

Volunteers for military service are already coming forward. 

Some tightening of the labor situation became a reality after a 
few days of the "10% war’’; manpower shortages are already re- 
ported from Detroit and elsewhere. The first calling of some re- 
serves will change the labor picture fundamentally from its pre- 
vious position of abundant labor supply. The draft greatly drama- 
tizes this change. 

The idea, advocated by some, of imposing an smmediate wage 
ceiling in case of mobilization will probably not be possible for a 
rather considerable period of time to come for this reason: 

Labor will certainly tie wage ceilings to price ceilings and/or 
to the cost of living (retail price) index. There is no hope of keep- 
ing these at the present level the further the hot war drags on. 
No farm price ceiling can be expected during this year. 

The greatest danger for the individual worker's productivity 
in many industries may soon again be the increase in labor turn- 
over. As soon as a calling of reserves or real induction begins, 
older workers will be at a premium. 

It has been emphasized that the mobility of labor, especially of 
workers in their middle years, will be much less than before 
World War II owing to the pension systems which have spread 
during the past two years. For the respective corporations, long- 
term labor contracts and pensions granted are now an asset of in- 
creasing value. 

If the hot war should spread beyond the 10% limit, we 
would be faced with a rather difficult situation: In 1945, more 
than 12 million persons were in the armed forces, our active non- 
military labor force had grown from 1939 to 1945 from 4514 to 
55 million. Now we employ 6114 million in civilian jobs. The la- 
bor ‘‘reservoir”’ is much smaller relatively than in 1941 when we 
openly entered the cold war, then called “‘lend-lease.”’ 

World War II was largely fought by the same number of per- 
sons who were unemployed in 1939. The new shooting war has to 
take its recruits progressively out of the working labor force. 





CONCLUSION 


Some Preliminary Ideas on “Piecemeal 
Economic Mobilization” 


(1) These are liable to center around 
restrictions of credit for consumer durables and 
for residential construction. 


The main ideas are the revival of Regulation W to cut down 
the purchasing of the most important hard goods; cutting down 
low-interest construction by decisively sharpening the conditions 
of FHA and the Federal National Mortgage Association. 


(2) If the aim is to save materials in short supply and to 
facilitate the shift of labor very quickly and very substantially, 
Regulation W, although heavily emphasized by the Federal Re- 
serve System, will according to our experience not be effective. 
It was never effective to the degree generally believed. The main 
weapon is raising the down payment. Today, the fear of not being 
able to buy a new car after a while will bring an additional rush 
of buyers backed by all kinds of “personal loans.’’ The next step, 
therefore, probably should be Voluntary Priorities. 

Almost nothing in a war economy is easier than instituting 
necessary priorities in such highly concentrated industries as iron 
and steel production. ‘It is easy to administer the administrators.” 
Without official priorities, these industries will certainly be in- 
clined to agree on “voluntary priority systems,” if they will be 
protected by the Government against antitrust indictments. 


(3) Voluntary Price Agreements 

Similarly, voluntary price limitations were the beginning of 
Leon Henderson’s first price supervision long before Pearl Har- 
bor. They covered in January, 1941 almost 60% of war-important 
industries. 

For new war equipment there has never been another possi- 
bility than the “cost plus’’ (fair price) system. 

The farm bloc, of course, would for the foreseeable future not 
be inclined to agree to maximum prices. In no case will this hap- 
pen before the price level will greatly exceed the ‘parity prices’ 
(which again are 10% higher than the present ‘‘support prices’ ). 

However, large government supplies will permit the possi- 
bility of cutting off excessive price rises—so long as the hot war 
does not extend to the 50% limit or more. 


(4) Discussions are just being started on VOLUNTARY LABOR 
AGREEMENTS WITH LABOR UNIONS on readjusting labor supply. 


(5) Stand-by Legislation to Combat Inflation had already 
been drafted as early as the beginning of 1949 (following the 
Truman election). Similar proposals are already being discussed. 

Congress, however, seems to be hesitant about giving very far- 
reaching mandatory controls. 


(6) A Phantom WPB—W ith Strict Plans for a Possible Grow- 

ing Degree of Hot War 

The “National Security Resources Board’ has done preliminary 
planning, most of it on the assumption of a total war. 

To adapt the administration quickly to the new tasks ahead, 
some bureaus seem to be, in a way, pre-formed. It would seem 
that the organization of ECA and the Department of Commerce 
can be adapted with relative ease to function preliminary to the 
formation of the War Production Board. 

As soon as the hot war goes beyond, say, 40%, strict allocation 
for all war orders should be introduced, instead of a number of 
preliminary attempts such as the Controlled Materials Plan and 
other half-hearted measures tried during the first years of War II 


(7) The oil supply may become insufficient after a short 
period. Every means of increasing the supply of liquid fuel 
should be implemented at once. 


THE CONTROLLER... 


FORMER A-BOMB CHIEF TO SPEAK 
AT CONTROLLERS INSTITUTE SESSION 


Lieut. General Leslie R. Groves, wartime head 
of the Atom Bomb Project and now vice president 
of Remington Rand Inc., in charge of advanced 
research, will be one of the principal speakers at 
the annual meeting of the Controllers Institute of 
America to be held September 17-20 at the Edge- 


water Beach Hotel, in Chicago. 

General Groves, one of America’s top planners 
in World War II, will discuss “A Balanced De- 
fense for America’ at the luncheon session on 
Tuesday, September 19. 

In an address at Colgate University’s Second 
Annual Conference on American Foreign Policy, 
the former A-bomb chief emphasized the need 
of relying on the internal strength and morale 
of the country as the basis of security, rather than 
upon any single weapon, such as the atom or 
hydrogen bomb. 

“We must cease our apologetic attempts to 
justify our position,” he told the audience at 
Hamilton, N. Y. “We must firmly assume the 
place which is rightfully ours and hold it. We 
must make known beyond all shadow of doubt 
that we have drawn the line between right and 
wrong, and any violator of the boundary will have 
to contend with us.”’ 

Among the projects under his direction are the 
development of the Remington Rand electronic 
computer and the Eckert-Mauchly “Univac’’, or 
“electronic brain’, which was taken over by his 
Company when it acquired control of the Eckert- 
Mauchly Computer Corporation of Philadelphia. 
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The Economics of Big Business 


Edwin B. George 


HE EVOLUTION of the antitrust laws has 
} pate long and tortuous. In the begin- 
ning they were bare statements of an as- 
piration (promoted incidentally by small 
competitors rather than by consumers). 
They shunned particulars and were ad- 
dressed, of necessity, to the economic or- 
ganization of their time. As Chief Justice 
Hughes said in the Appalachian Coals 
Case, they are ‘comparable to constitu- 
tional provisions” and law, in the technical 
sense, must proceed from them rather than 
revert to them. 

They are what I sometimes regard as 
open-end laws; Congress in effect handed 
the pen to prosecutors and courts and the 
writing goes on and on; and will probably 
continue to do so as long as the American 
dream can be even passably reconciled with 
the complexities of modern industrial life. 

Commenting upon the papers presented 
in a recent symposium on Bigness, spon- 
sored by the Trade and Industry Law In- 
stitute of New York City, Dean Edward S. 
Mason of Harvard was led to observe: 
“Considering all the heat that discussions 
on the large firm produce, it is remarkable 
how dim is the accompanying light.” I 
should say that this judgment is painfully 
accurate. Moreover, I doubt whether I am 
going to improve the ratio very much. 
Nonetheless, it is worth while to attempt to 
corral such rays as are now available and to 
read the portents of our time as best we 
can. 

It seems best to begin by listing, in true 
academic fashion, a number of things that 
I do not propose to discuss. Three merit 
special comment 


1. Despite the role that they are supposed 
to play in recent and pending cases, I shall 
say nothing about conspiracy or collusion ; 
nor for that matter about tying contracts, 
exclusive dealerships, injurious price dis- 
crimination, patent abuses, boycotting, and 
the numerous other tactics or practices that 
in and of themselves the courts regularly 
find illegal (often per se) and the public 
regularly finds almost immoral. A code was 
outraged. Actually, this is too easy a dis- 
tinction, because whether some of them are 
right or wrong depends heavily on degree 
and circumstances, and in the end perhaps 
even on the state of mind of the analyst. 
But such factors—or at any rate what they 
were thought to be in simpler days—al- 
though they may be used purposefully 
against bigness do not, in my view, reach 
the heart of the bigness issue. 

Conceivably, as some critics would have 
it, their big part in current debates and 
cases could be partly orthodox law enforce- 
ment and partly cover for a flanking move- 
ment on present corporate organizations 
and trade patterns in themselves still legal. 
The reasoning is simple and disarming: 
the explicit offenses are so embedded in the 
size and fewness of the offenders that only 
through dissolution is a cure thought pos- 
sible. 

Conceivably again, the basic drive 
among those distrusting bigness is for ex- 
plicit legislative authority to attack it di- 
rectly and frontally in the name of restor- 
ing or stimulating competition. 

In any event, the first thought, i.e., the 
flanking idea, is merely speculation and 
probably unjust, while the second, direct 
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action, is all that we can handle at one “‘sit- 
ting.” 

2. For much the same reasons, I shall 
omit consideration of the real or apparent 
changes in the interpretation of what con- 
stitutes substantial lessening of competi- 
tion, injury to competition, etc., that have 
been wrought by sympathetic courts over 
the past few years. 

It is beyond doubt that recent decisions 
have given the antitrust authorities much 
more elbowroom than was _ hitherto 
thought available. But it seems still uncer- 
tain whether even a very drastic revision of 
precedent in these respects will provide 
either a complete or otherwise desirable 
basis in the eyes of the courts for the reme- 
dies of the famous “three D’s’’—dissolu- 
tion, divestiture, and divorcement—what- 
ever one may think of these choices them- 
selves. 

To repeat, there may still be required for 
these purposes, if they are really to tri- 
umph, a recasting of the law. 

3. Finally, except in one case—that re- 
lating to restrictions on the purchase of a 
concern’s assets by other units—I shall not 
touch upon various bills affecting the gen- 
eral subject that are before the House or 
Senate or in various Congressional com- 
mittees, or upon legislative recommenda- 
tions made by some of the latter. This deci- 
sion is more difficult to defend. Lack of 
space is one reason. 

But beyond this lies the fact that, insofar 
as I know, the whole shebang—ranging 
from a raft of direct ‘aid to small busi- 
ness’’ proposals to schemes for supervision 
of big firms’ planned price increases, ex- 
pansion projects, etc.—does not provide 
the makings of a comprehensive program. 

The upshot on some hearings recently 
under way may change this picture some- 
what, but that is something else. In any 
event, the issues can be dealt with much 
more clearly and more pointedly if we by- 
pass this miscellany. 

In short: I do not propose to say any- 
thing that bears directly upon the problem 
of what seems legal or illegal to do or con- 
tinue doing in the present state of judicial 
interpretation, or to venture judgments 
with respect to the results should this or 
that pending piece of legislation actually 
become law. 

The heart of the jungle lies in the stark 
question of bigness itself, and I must use 
all of my time in pressing toward that. 





Even so, the ramifications are such that I 
can scarcely do so in other than outline 
form. 


IDENTIFICATION 
AND BROAD PROBLEMS 


It is first necessary to set the dimensions 
of our subject. This relates primarily to the 
problem of the non-public utility (i.e., 
non-regulated) corporate giant, whether 
confined largely to one product line (or a 
group of closely related product lines) as 
defined, e.g., by the census, or extending 
over a wide range of products and proc- 
esses. 

The tests for identifying giants will vary 
with generai fields of activity. In some 
cases (¢.g., A & P) annual sales volume is 
most appropriate. In others (e.g., U. S. 
Steel) the prime test should doubtless be 
net worth in current dollars. But this does 
not raise any difficulties save with respect 
to fringe cases. We rarely find trouble in 
recognizing our giants. And in aggregate 
they account for a very substantial part of 
our “‘free’’ business volume. 

From a policy viewpoint, to these em- 
battled bands (including those in Wash- 
ington), giantism poses two broad prob- 
lems: 


1. That of devising a “solution’’ for it, 
(i.e., providing for an acceptable kind of 
competition) in those cases where recourse 
to a public utility regulation is found to be 
undesirable. The ‘‘solution’’ may very well 
consist in a decision to let matters stand. It 
may be thought that feasible changes can- 
not insure improvement or even mainte- 
nance of the performance record. To de- 
cide this is the appropriate general field for 
antitrust action proper, 


2. That of determining in what cases, if 
any, the public utility approach is the one 
to adopt. Any decision here would involve 
more people than the antitrust authorities, 
but each case would be analyzed by the lat- 
ter to ascertain whether courses of action 
within their jurisdiction are likely to bear 
fruit and thus to determine (implicitly or 
explicitly) whether control through regu- 
lation is in order. 


Now the root practical task is to decide 
whether and to what extent either #1 or #2 
apply in the case of specific firms. There is 
widespread agreement, if not a consensus, 
that each case must be dealt with on its 
merits. Beyond this, discharge of the task 
involves a determination with respect to 
the following: general standards of judg- 
ment; the major factors that should be 
taken into account under these standards ; 
the concrete tests to be made in judging the 
relative importance of these factors in any 
given case; and the character of any en- 
abling legislation thought necessary to give 
effect to the conclusions reached. These 
points warrant treatment under separate 
major headings. 


BASIC STANDARDS 
OF JUDGMENT 


In dealing with this matter, it is essen- 
tial to scotch at the outset one spurious is- 
sue. Laymen (and a few economists) often 
say that the problem here is one of struc- 
ture vs. performance. By this they appar- 
ently mean that the experts offer us a choice 
between changes in physical structure 
that is to say, number of firms in the indus- 
try, percentage of market held by larger 
firms (and by evidence or induction, ease 
of collusion and ease of entry, etc.) , as con- 
trasted with changes in effective perform- 
ance—that is to say, in the degree to which 
an industrial structure provides goods and 
services to the public most economically 
through time. It isn’t really that clear. 

With perhaps one exception, I do not 
know of any economist, even those now 
associated with the antitrust enforcement 
agencies, who would at least formally de- 
mand changes in structure irrespective of 


the effect on performance. With all others, 
performance is said to be the decisive cri- 
teria. 

Why then the confusion? The reasons 
for it are interesting: 

1. Differences in judgment concerning 
the degree to which there is a strong posi- 
tive correlation between structure and per- 
formance. To wit, get a good structure and 
you'll get a good performance. Those who 
claim that the correlation is consistent will 
tend to rely much more heavily upon 
changes in structure than will their more 
cautious fellows. But all have performance 
ultimately in mind and all would presum- 
ably provide for case-by-case examination. 

2. The fact that it is much easier to spot 
and change structural characteristics than 
it is to measure performance. Critics can 
always say of a good performance that 
given our breadth of markets, resources, 
buying power, and fine techniques, it 
should have been better. This leads many 


THREE? TEN? FIFTY? 


If they are going to break up every industry which is as 
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highly “‘concentrated”’ as the steel industry, nearly half of the 
units in our American industrial machine will be torn apart. 

Yes. That is the exact, indisputable fact. 

The United States Census Bureau has recently completed 
its latest count of more than 400 American industries, and 
has reported on the degree of so-called “concentration” in 
each. And remember, I am speaking of entire industries 
not individual companies. 

Now how many of these industries do you think are more 
highly “concentrated” than the steel industry. Three? 
Ten? . . . Fifty? 

Well, guess again. The Census Bureau's own report on 
“steel works and rolling mills’ shows that this industry is 
not anywhere near the top at all. It is in the great middle, 
along with the great body of all American industries. In fact, 
it stands 174th on the list. So there are 173 entire industries 


which are more highly concentrated than steel. 

Now what are some of these industries where the ‘‘concen-’ 
tration of power’ in the hands of the ‘‘big four’’ is so great 
as to menace our national welfare and to arrest the pursuit of 


happiness? 

You'd never guess. 

There is the pretzel industry for one. Honestly, that’s 
right. I mean it. 

And there are the candle-makers too. 

Then there are straw hats, and streetcars, breakfast foods 
and chewing tobacco, wallpaper and cigar boxes, lead pencils 
and pianos. Then we have women’s neckwear and boys’ un- 
derwear. And, oh yes—window shades and garters. 


—BENJAMIN F. FAIRLESS, President, / eel Corporation, in DETOUR AHEAD 
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THE CORPORATION'S RESPONSIBILITY TO THE FUTURE: 


To be a productive and creative force in society 


-to continue seeking better ways to make industrial work 


satisfying and rewarding 


to undertake on its own account, and to aid others to de- 
velop sound economic thought. 


“up-and-at-'em’’ stalwarts to place (per- 
haps unconsciously) heavier emphasis on 
modification of structure. 

These are reasons that suggest wider dif- 
ferences than in fact exist. And yet, practi- 
cally speaking, part of the underlying 
agreement is more apparent than real. As 
indicated, virtually all the wise men make 
grand statements indicating performance to 
be the alpha and omega. But when it comes 
to specific proposals for legislation and the 
weight given to various pieces of “‘evi- 
dence” ona performanc € issue, one can see 
clearly that inference as to performance 
drawn directly from structure count much 
more with some than with others. They say 
performance; they still think structure. 
Nonetheless, the basic point remains valid. 
Performance, however defined, occupies 
the key = in professional thinking 
on the subject. 


HOW TO EVALUATE 
CONFORMITY TO STANDARDS 


Here too one encounters some confusion 
in presentation of the issues. The literature 
abounds with statements claiming that the 
case for the giant lies in its superior real- 
ized “technological efficiency’—this in- 
cluding not only processing advantages in 
the narrow sense but economies of man- 
agement, research and distribution. Such 
judgments seem to imply that if once a case 
can be made for superior realization, it's all 
over. Bigness is vindicated. The case is 
closed 

This line of reasoning, however, neg- 
lects several points. Unless the giants really 
demonstrate superior realized efficiency 
their lease on life will not be valid. That 
test will be universally accepted. But such 
ethiciency is to one school merely a neces- 
sary, not a sufficient, condition for permit- 
ting the giant to survive, or at any rate to 
survive without regulation or other modi- 
fication. It is not final in itself. For finality, 
the following conditions must be met: 

1. Assurance that the realized gains are 
passed on to consumers, not privately ap- 
propriated as the saying goes, by the giants’ 
management and ownership, “excessive” 
salaries, profits, etc. (This requires not 
only that product prices reflect the genuine 


From a recent speech by 


EUGENE HOLMAN 


President, Standard Oil Company (N. J.) 


technological advantages of a large organi- 
zation but that factor markets such as those 
for materials, equipment, and credit, re- 
flect absence of excessive and unreasonable 
advantage or control on its part. There 
can’t be any monopoly of reserves, there 
must be ease of entry for new firms. ) 

2. Evidence that the net gain available 
for transfer to the public truly corresponds 
to the gain in efficiency and has not been 
encumbered somewhere by wastes and in- 
efficiencies resulting from unmanageable 
size. To draw a fireside parallel, no con- 
troller would be satisfied with the mere 
fact of a profit if with the given plant and 
market it could obviously be larger. The 
same is true of social profits, and where 
they are so encumbered a completely hands- 
off policy is difficult to justify. 

3. Reasonable ground for thinking that 
the extra advantages cannot be had in ways 
other than living with existing giants or in 
fostering new ones. (This means, for ex- 
ample, that specialized research and engi- 
neering outfits of government-financed 
research serving all comers cannot provide 
the net rate of progress made possible 
through large-scale research by the giants. ) 

Only when these conditions are fairly 
well satisfied, whether we agree or not, 
would most economists concede a compel- 
ling case for tolerating gianthood with- 
out some kind of control. 

Purely private market advantages (e.g., 
enhanced capacity to deal with government 
agencies, fill out all the forms, deal with 
legislatures and courts) are hardly rele- 
vant. On the other hand, it seems safe to 
say that the mere ability of the giants to 
reap such advantages is not a reason for 
atomizing them or applying regulation 
thereto—especially in view of the unin- 
spiring history of regulation over here and 
the power of the unions. It is simply that 
in this connection policy calls more for 
strengthening direct aids to small busi- 
ness than for handcuffing large enterprise. 


CRITERIA EMPLOYED IN 
JUDGING MAJOR FACTORS 


This policy area is at once the most 
crucial of all and the one most affected by 
uncertainties. I have already touched on 
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the root difficulty, namely, the fact that 
performance is the basic consideration, 
yet Variations in structure are much easier 
to identify and to manipulate. To put it 
another way: In gauging performance, we 
cannot do better than make informed 
judgments that in turn will almost inevita- 
bly leave wide room for differences of 
opinion. 

I can best illustrate the situation by giv- 
ing you a list of performance criteria 
offered tentatively by one prominent au- 
thority, Prof. Edward S. Mason, Dean of 
the School of Government, Harvard Uni- 
versity. Here it is: 

1. Progressiveness: are the firms in the 
industry actively and effectively engaged 
in product and process innovation ? 

2. Cost-price relationships: are reduc- 
tions in cost, whether due to falling wages 
or material prices, technical improvements, 
discovery of new sources of supply, passed 
on promptly to buyers in the form of price 
reductions ? 


3. Capacity-output relationships: is in- 
vestment excessive in relation to output, 
or is production unduly curtailed ? 


4. The level of profits: are profits con- 
tinually and substantially higher than in 
other industries exhibiting similar trends 
in sales, costs, innovations, etc. ? 


5. Selling expenditures: is competitive 
effort chiefly indicated by selling expendi- 
tures rather than by service and product 
improvements and price reductions ? 


As our specialist himself says, it is ex- 
tremely difficult to construct ‘from this 
material a watertight case for or against the 
performance of particular firms in particu- 
lar industries."’ He believes, however, that 
such. data will make possible reasoned 
judgment. In his view, application of the 
criteria would indicate that a certain great 
but highly concentrated industry had done 
a relatively good job while a certain great 
but highly dispersed industry has a bleak 
record. But others might not agree even 
accepting these same criteria. Moreover, in 
running through the comments of men 
whose broad formal statements of philoso- 
phy resemble that given by him, but who 
tend in practice to put their stress on 
structure and suspect that private rather 
than social advantages are the impelling 
forces behind all gianthood, I could not 
find even as lengthy a list of tests as he has 
given; and I have a hunch that their judg- 
ments would be tilted automatically against 
the large outfit. In any case, we have a 
problem not only of appropriate criteria 
but of how much allowance it is necessary 
and/or equitable and/or socially desirable 
to make tn appraising the giants in view 
of the shakiness affecting any conclusions 
as to their real status. It is perhaps best to 
consider that question in my final section, 
dealing with the shape of enabling legisla- 


tion. (Continued on page 356) 
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THE SHAPE OF 
ENABLING LEGISLATION 

From even the brief and cryptic re- 
marks made above, it will be apparent that 
implementation of any assault against big- 
ness may well require new legislation. In- 
deed, there are several bills already on the 
stage and others standing in the wings. I 
believe, however, that the issues can best 
be crystallized through examination of the 
merits and drawbacks of some comprehen- 
sive and consistent program for action 
rather than by a review of the various bills 
in process. The program advanced by Dr. 
Corwin D. Edwards, now Director of the 
Federal Trade Commission's Bureau of In- 
dustrial Economics, lends itself to this pur- 
pose. It is necessary to bear in mind, in 
scrutinizing the program, that although 
not appearing in print until 1949, it was 
developed in 1945-1947 while its pro- 
ponent was teaching at Northwestern Uni- 
versity and does not purport to represent 
the views of any government agencies. It 
still represents the views, however, of one 
of the most competent and best-known 
men in the field 

Dr. Edwards distinguishes broadly three 
sources of economic concentration that 
pose serious policy problems: monopoly 
(or monopsony) in the popular sense, 
which in the technical sense means oli- 
gopoly (or oligopsony) or market domina- 
tion by a few firms who are individually 
sensitive to each other's price changes 
and seldom dare move without regard to 
the other fellow's reactions—and some- 
times don't move over long periods of 
time; vertical integration; and gianthood. 
He deals with each of these separately, for 
the reasons that (a) on occasion it may be 
found in isolation; (b) the ‘‘mix’’ of the 


three usually varies among fields; (c) in 
any event each exhibits a few distinctive 
aspects. As he recognizes, however, in the 
typical case one will find all three, and in 
addition the course of action he proposes 
to realize one objective will very often 
achieve (or be necessary to achievement 
of) one or both of the others. Insofar as 
this is true, his suggestions are directed 
toward a resolution of the problem of big- 
ness. It is on this basis that I give Edwards’ 
whole program here as relevant. 

With reference to monopoly (oligop- 
oly), whether already in existence or 
merely threatening, he would establish a 
rule that the number of firms should be re- 
garded as unduly small when buyers no 
longer encounter any real differences or 
choices in the policies of sellers, or vice 
versa, presumably over a long period. As a 
corollary, which he seems to regard as a 
separate point, he would have the law con- 
sider as excessively large, any concern so 
big that its competitors’ policies are con- 
trolled by the possibility of being coerced, 
or unduly influenced, with the result that 
buyers will again lack real alternatives. 
(What he means here is what is usually 
called price leadership. ) 

A positive action here would include, 
so far as concerns existing “monopolists’’, 
a policy of dissolution or divestiture, im- 
plemented by laws to permit it and to 
broaden the present legal test of coercion 
(bringing in price leadership), and a 
policy of prohibiting stock purchases, in- 
terlocks of personnel, mergers among com- 
petitors, and union of corporations which 
thereby acquire the capacity to control an 
industry, coerce competitiors, or unduly 
reduce the number of policy-making units 
within an industry. (As a prelude to some 


What do you mean—you'll be working late at 
the office? You’re on vacation, remember?” 
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of these actions he would require federal 
corporation of all enterprises engaged in 
interstate or foreign commerce.) Edwards 
is very — with respect to the de- 
sirability of any attempts to limit the in- 
ternal expansion of a single enterprise, al- 
though he offers for consideration a few 
suggestions as to taxation of undistributed 
earnings. These policy recommendations 
presumably hold, with necessary changes, 
for “‘monopsonists”’ (i.e., ‘too few’’ buyers 
that fail to give real alternative outlets, 
etc., etc.) 

Turning to vertical integration, he de- 
mands a flat prohibition of structures 
wherein an enterprise enjoying a legal 
monopoly of some field of business activity 
(e.g., a public utility) undertakes com- 
mercial activity in fields where monopoly 
is unlawful. The other major source of 
trouble here, as he sees it, is ‘‘dispropor- 
tionate’’ integration, or capacity at one or 
more of the integrated stages in excess of 
that needed for balanced operation of the 
business. This case presents serious diffi- 
culties, since technological considerations 
often render such restriction quite uneco- 
nomical, especially through time. Only a 
general policy line seems possible to him: 
that of challenging substantial dispropor- 
tions where proportioning or balance 
would be technologically possible, and of 
preventing the vertically integrated en- 
terprise from controlling so much of the 
total supply at any stage of production or 
distribution that “adequate alternatives 
are unavailable to independent enterprise 
operating at preceding or succeeding 
stages,” 1.e., as suppliers or customers. The 
implementing statute would necessarily be 
broad and acquire explicit meaning only 
gradually through test-case decisions. 

For gianthood proper, Dr. Edwards, 
after weighing pros and cons, plumps for a 
specific “rebuttable presumption against 
bigness in excess of some relatively high 
level of size. Assuming that bigness is 
typically dangerous and therefore objec- 
tionable, such a policy would tolerate the 
large enterprise only where bigness could 
be shown to be necessary to the public in- 
terest. It would place the burden of proof 
on the large corporation to justify its ex- 
istence.” The policy would, of course, be 
incorporated in legislation. 

At the other end, Edwards advocates 
what we may not unjustly characterize as 
a ‘‘standard”’ list of measures tending di- 
rectly to provide encouragement and help 
to small business as against those that op- 
erate indirectly to this end by creating an 
environment less favorable to big business. 

In this whole sheaf of proposals, one can 
clearly discern the interplay of structure 
and performance criteria—going back to 
them now—in the writer's mind. The 
gianthood test seems offhand to be out-and- 
out performance. Bigness generates (or is 
likely to have) he maintains, very unde- 
sirable results, such as credit advantages, 
ability to influence markets unduly, ability 





to file legal suits or threaten them, regional 
or product undercutting, patent interlock- 
ing. But if these are outweighed by social 
advantages from superior technology, 
economy, etc., that a smaller size would not 
yield—and he recognizes that they could 
be—and if in addition the offending as- 
pects cannot be eliminated except by (or 
even with) dissolution, the giant can re- 
main. 

The case of monopoly (oligopoly) in 
single industries or product lines is some- 
thing else. Here the tests may clash—as 
Edwards often’ concedes—with require- 
ments of efficiency. We then face the prob- 
lem of which is best—break them up and 
impair efficiency ; preserve efficiency at the 
expense of permitting continuance of some 
degree of monopoly power; or preserve 
efficiency and accept some form of public 
regulation to make sure that the efficiencies 
of size find their way into social benefits. 
Here presumably the most desirable pro- 
cedure in theory would be to judge each 
case on its merits; but Edwards’ rules in- 
volve mainly structure. Finally, his pro- 
posal with respect to the problem of 
vertical integration combines the two ap- 
proaches, but with the emphasis on per- 
formance. 

This program is rather breath-taking in 
its implications and, not unexpectedly, has 
drawn a lot of fire in the profession. I 
believe that the major criticisms may be 
fairly summarized as follows: 

1. The only course that is both proper 
and consistent with our legal traditions is 
one that attacks antisocial behavior, or at 
any rate attacks only such power as seems 
usually to lead to antisocial behavior of a 
type and on a scale important enough to 
warrant action. Edwards’ proposals, on the 
other hand, are aimed largely at ‘‘exces- 
sive’ power. The evidence he submits to 
support the supposed linkage between 
power and antisocial behavior is criticized 
as being not only very sketchy and incon- 
clusive, even taken at face value, but as be- 
ing one-sided. ‘Reasonable’ inferences 
from available evidence might diverge 
sharply from those he draws. 

2. Apart from this consideration, the 
fact that the non-regulated “‘giant’’ con- 
cerns—representing perhaps the equiva- 
lent of 30 per cent of total assets held by 
American nonfinancial corporations, ac- 
cording to one close student—are already 
in being, requires that “the case against 
their dissolution should be compelling and 
that the alternatives sought should be 
demonstrably superior’ before application 
of the sorts of remedial action Edwards has 
in mind. 

This brings us back to the issues of 
criteria and evidence that all parties—Ed- 
wards, those who think like him, and their 
critics—profess to regard as controlling 
and to which I shall refer in a minute. But 
so far as concerns broad judgments in the 
light of such knowledge as we have, the 
differences are very wide. Against Ed 


INDEPENDENTS SEEN FORGING AHEAD 


Independent stores appear to be forging ahead again in 
their competitive race with chain stores for the consumer's food 
dollar for the first time since the end of the war, according to 
an analysis by the National Industrial Conference Board. 

They have been doing as well as the chains for more than a 
year, the Board found. Moreover, the major national chains are 
losing ground, while the smaller regional chains are gaining. 

The postwar pattern highlights the fact, it is noted, that 
the main competitive trend in the retail food business has 
been from small to larger-scale (but not giant-size) 
merchandising by both independents and chains, rather than 
from inde pendent stores to chains. 

Dollar volume per chain store, at the latest count, ran 
about five times the 1939 figure—and physical volume has 
much more than doubled. The number of chain food stores 
has dropped some 13% since 1946, 33% since 1939, and 


almost one half since 1935. 


wards’ claim that substantive improvement 
would be forthcoming one must set the 
view of Dean Mason: 

“Suppose, for example, the hundred 
largest corporations in this country were 
broken up into a thousand organizations, 
everybody would agree that would be a 
very drastic process of dissolution. Would 
it, however, make any essential change in 
the relationship of employer to employe in 
the United States? Would that make any 
substantial change in the conditions un- 
der which a new firm is established ? 
Would it make any substantial change in 
the geographical concentration of decision 
making ? My answer would be, not much.’ 

And so far as concerns the claim that 
the giants are as a rule away above any 
level justified by requirements of effici- 
ency, this is what another prominent ana- 
lyst had to say recently: “One of the lim- 
iting factors on size of a corporation today, 
for better or for worse, is the fear that to 
take competitive advantage of large-scale 
economics would be to invite liquidation 
under the antitrust laws.” 

3. Furthermore, the legislative propos- 
als, and particularly that relating to giant- 
hood proper, if enacted would give the 
enforcement authorities virtually unlim- 
ited power to drag substantial enterprises 
into court at discretion and place com- 
pletely on their shoulders the burden of 
disproving charges which one authority 
labels as ‘'so vague that the prosecutors 
themselves are unable to specify them 
clearly or to say what would constitute 
proof of innocence.” As another result, 
this approach, far from reducing the pres 
ent area of uncertainty, would expand it 
immensely and place upon administrative 
agencies and the courts an enormous and 
insupportable burden for ‘‘policing”’ busi- 
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ness decisions. Instead, it is argued, th- 
burden of “reasonable” proof ought to 
fall upon the prosecutor; and large-scale 
attacks should not be launched unless and 
until carefully developed tests for action 
are made public and there has been careful 
collection and analysis of the evidence. 

4. With respect to prevention of the 
emergence of more giants in the future (as 
against blockbuster attacks on existing 
targets), there is much more sympathy 
with Edwards’ program. However, there 
is definite opposition in the profession to 
attempts to check internal expansion of an 
enterprise through taxation of retained 
earnings. 

Briefly, then, one can find close to com- 
plete agreement on performance as the 
basic standard, and upon the major factors 
affecting the latter; widespread, if some- 
what smaller, acceptance of the thesis that 
an adequate positive policy, either for or 
against bigness, may have to include new 
legislation ; but at the same time sharp dis- 
agreement on what are perhaps the key 
points—the character of any legislation, 
the character of tests for action, and proper 
location of the burden of establishing 
whether such tests are met in a given case. 
Thus the situation is quite messy. 

At this stage, you may be hopeful that I 
have a solution to throw in to the pot. Lack 
of space precludes any attempt to present 
one—a very fortunate thing since I am by 
no means satisfied with what I might offer. 
At any rate this was not what I took as my 
objective in preparing the foregoing re- 
marks, My purpose will be served if my re- 
marks put before you, however sketchily, 
what are, from the viewpoint of the eco- 
nomics fraternity, the basic considerations 
underlying the current debate. 
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Building Employe Morale 


NY COMPANY and its management 
must recognize that the most impor- 

tant element in the democratic tradition is 
the concept that the individual is impor- 
tant. In order that we may do honor to this 
tradition we must stop giving it lip serv- 
ice and do our utmost to prove to the whole 
world that we are actually “living” these tra- 
ditions, declares N. F. Nicholson, Auditor, 
Staten Island (N. J.) Edison Corporation. 


One Company's Approach 


Recognition is one of the most impor- 
tant phases of employe relations. By this, 
Mr. Nicholson says, is meant that each em- 
ploye must be recognized whenever his 
work is satisfactory. 

“He should be told about it. This is 
where sincere compliments have their 
place. We are all alike in this respect and 
always wish to be complimented. Flattery, 
however, should be avoided. 


ANNUAL REPORT FOR 1949 


to all members of the Heywood-Wakefield organization 
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got 52.5% for 
materials and 
other services 
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DISPOSITION OF 1949 INCOME 
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“It is natural for all of us to ‘toot our 
own horn’ and when we do we may be cer- 
tain that no one will pay much attention. 
Let us, therefore, turn the tables and toot 
the other fellow’s horn (when he merits 
it). What happens ? We find the other fel- 


low on our side. 


Furnishing Information 

“Management will do well to consider 
furnishing its employes with as much in- 
formation about the company and its busi- 
ness as is pessible. This will tend to win 
their confidence. Secrecy in the past has 
caused much confusion and misunder- 
standing among employes which resulted 
in unfavorable relations. Make the em- 
ployes feel that their company takes them 
into its confidence and that they are part 
of the company. 

“The wise management will always keep 
an open door for all its employes with the 
assurance that their participation is invited 
on all matters which concern the organiza- 
tion,” 

The following five points, Mr. Nichol- 
son emphasizes, must be kept constantly 
in mind: 

1. Do not “drive” employes. 
2. Compliment them when possible. 
3. Give them a chance. 
4. Find out the force of power behind each 
employe. 
. Let them express themselves. 


“Employe participation stimulates in- 
terest, initiative, imagination, enthusiasm, 
and cooperation which when permitted to 
develop bring surprising results,” he con- 
tinues. 


Employe Reactions 

Find out objectively, systematically 
and intelligently what your people think, 
what they want, what they expect, and 
most of all find out whether the policy, as 
represented to them by your supervision, 
is really yours and not a distorted, incom- 
plete and perverted melange of incredible 
inconsistencies. 

“The final point to remember is that 
since it is the worker who does the job and 
who is expected to employ the methods 
suggested, the worker should understand 
the methods and techniques which enable 
him to do his job in the easiest and most 
efficient manner possible. 

‘Someone has well brought this out 
when he said: ‘Indeed the ingenuity, abil- 
ity, and ideas of foremen, supervisors, and 
workers are among the greatest untapped 
resources of this country.’ ”’ 





His route sheets... 


become the bills 


(and accounts receivable costs are slashed) 


Illustrating just one of the ways Recordak 
microfilming is increasing efficiency in 65 different 
types of business... in thousands of concerns, 


Every time the milkman stops at your door 
he itemizes his delivery on a customer route 
sheet similar to the one shown above. 


At month’s end . .. it used to be necessary 
for dairy billing departments to transcribe the 
information on their route sheets to customer 
statements. But no longer! 


Today, dairies using the Recordak Photo- 
graphic Billing System eliminate this costly 
duplication of the milkman’s record keeping. 
Their clerks simply total the route sheets... 
which are then microfilmed for the dairy’s 


record . . . and sent out as bills. 


Result: Bills are turned out much faster... 
with greater accuracy .. . at a fraction of the 
former billing cost. Also, payments are re- 
ceived sooner .. . and customer good will is 
increased because day-by-day purchases are 


recalled more readily. 


Regardless of your type of business—or 
its size—you should investigate Recordak 
microfilming soon. Remember, it’s being used 
today in 65 different types of business, thou- 
sands of concerns—to simplify accounting rou- 
tines; to get greater protection; to cut filing 
space requirements as much as 99%; to speed 
reference; to produce photographically accu- 
rate and complete records . . . instantaneously 
... for a fraction of a cent apiece. 


Write today for a free copy of “50 Billion Ree- 
ords Can’t Be Wrong,” 
tells the whole story. Recordak 
Corporation (Subsidiary of 


which 


Eastman Kodak Company), 350 
Madison Ave., New York 17,N.Y, 


“*Recordak”’ is a trade-mark 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming—and its application to business systems 





Too Many Specialists? 

Declares Ralph J. Cordiner, executive vice president of 
General Electric Company (at the recent Edison Electric In- 
stitute Convention) : 


"We cannot govern industry today with nothing but a 
group of specialists at the top, unless we are prepared to call a 
committee meeting every time there is a management deci- 


sion to be made.” 


As a solution he suggested building ‘second and third 
teams’’ of reserve executives under special development pro- 
grams. In that connection, refer to K. Y. Siddall’s article, 
“Those Who Will Follow” (in our June, 1949 issue) and 
the report on T. F. Bradshaw's recently published book, 
“Developing Men for Controllership’” (page 266, THE 
CONTROLLER for June, 1950). 

Mr. Cordiner said such programs should include regular 
rotation of selected specialists on jobs of different nature, 
establishment of more assistant managerial jobs, writing of 
managerial job descriptions to help determine qualifications, 
oft-the-job management training, and periodic review of 
such programs by the chief executive. Mr. Cordiner pointed 
to the Harvard School of Business Administration's 13-week 
course in advance management as illustrative of off-the-job 
training. He said the success of this course and others like it 
is evidenced by the number of firms using the method. 


“Birth Control” for Records 


Birth control of records is advocated by Jess Larson, head 
of the General Services Division. The Federal Government, 
he reports, spent $4 million for filing cabinets alone in 1949. 

The SRO sign, in fact, is out. A million cubic feet of Gov- 
ernment documents have been added to the national archives 
since 1935 and many more are still waiting to get in. 

Recent studies by the National Records Management 
Council reveal that /ess than 10 per cent of the records held 
by the average business organization must be kept indefi- 
nitely or permanently. An additional 20 per cent must be re- 
tained in office space and equipment to meet current opera- 
tional needs 


transferred to economical and efficient storage. 


Approximately 30 per cent can and should be 
The remain- 
der, approximate ly 35 per cent, is unessential to compan) op- 
evations and should be destroyed. 
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Today’s “Dollar Delusion” Hit 


Alden R. Wells, vice president of J. H. Goddard & Co., 
Inc., Boston, pointed out recently in the Commercial and Fi- 
nancial Chronicle that too often accepted accounting practice 
rests on the delusion that the dollar is a true yardstick. 

“Casual readers of financiai statements, many not so 
casual, assume that the physical facts behind this dollar sum- 
mation are truly represented. The cost dollar has been given 
the same value as the sales dollar,” he added. ‘‘At the top, 
cash is expressed in the same dollars as sales. Below this the 
inventory may be expressed in dollars three times as valuable 
as cash dollars. 


“Accountants do make accounting law and interpret it. 
The foundation on which their laws are based is a permanent 
unchanging unit of currency. Because this premise is untrue 
by a substantial margin, the entire body of laws creates seri- 
ous instability im our economic society.” 


In this connection, we refer our readers to the recently- 
published “What is Business Income?” (Controllers Insti- 
tute of America, 50 cents) and “Depreciation Policy When 
Price Levels Change’ (Controllership Foundation, $2.00). 


Pension Plans: Bar to Progress? 


Growth of industrial production in the United States has 
been seriously hampered by social welfare schemes put into 
efiect over the last decade and may be further retarded by 
similar proposals now advanced by the government and la- 
bor unions, according to Dr. Leo Wolman, professor of eco- 
nomics at Columbia University. 

Discussing developments in the field of industrial pen- 
sions at a meeting of the Trade Association Executives of 
New York, Dr. Wolman said the results of the progressive 
enlargement of pension plans in government and industry 
would be unemployment, a further decline in the value of 
money, and higher taxes. 

Dr. Wolman said greater realization was needed of two 
“fundamental principles’: that nobody is more secure than 
the economic system, and that economics is “a science of 
choices’’. . 

To ask for security on a large scale means giving up a lot 
of other things, he declared. The United States is having 
difficulty absorbing people added to the labor force today, he 
said, because it is too expensive for industry to take on the 
new workers. 

In the period, 1939-49, when many social reforms similar 
to the proposed social security, health insurance and pension 
schemes of today were enacted, output in terms of physical 
production rose only 4 per cent. It reached a peak in 1948, 
Dr. Wolman said, adding that he was “willing to bet we are 
not going to increase this very much.”’ 

The wide adoption of pension plans in industry will mean 
that we shall be taking money out of highly productive di- 
rect business uses, as pension funds are established, presum- 
ably in government bonds and industrial securities, he said. 
Another inevitable result, he declared, is higher prices, with 
not more than a fraction of all workers provided with the 
liberal pensions now being sought, as most businesses can- 
not finance them. 





The Big 56 


Twenty banks, eighteen industrial corporations, thirteen 
insurance companies and five utilities comprise, according to 
the United Press, the exclusive Billion-Dollar Club of 
American Enterprises. Total firms: 56. Total Assets 
(1949): $135 billion. This all-time peak in assets—$61/, 
billion above the previous year's figure—reflects an increase 
in assets by 44 of the firms in the list. 


Personalizing the Impersonal 
Via “Human Relations” 

Something new was added recently in the field of corpor- 
ate public relations when the first annual achievement 
awards were made by the editors of Public Relations News. 
The first prize went to Mutual Life Insurance Co. of New 
York. Louis Dawson, president, accepted a certificate prais- 
ing the company for “use of public relations to humanize the 
corporation in the public interest.” 

* 

Other corporate achievements recognized were: General 
Electric Co., “for applying principles of human relations in 
dealing with employes and their unions and for outstanding 
success in the maintenance of two-way communication with 
employes and plant communities’; the Great Atlantic and 
Pacific Tea Co., “for conducting a public relations campaign 
to combat government attack”; and Monsanto Chemical Co., 
“for a scientific study of the purposes, methods and objec- 
tives of a public relations program.” 

* 

Another development on the “human relations” front re- 
cently revealed that the average stockholder will read all sec- 
tions of the annual report with interest and understanding if 
it is presented in simple, human terms. 

L. A. Van Bomel, president of National Dairy Products 
Corp., announcing the results of a stockholder survey on the 
company’s 1949 report conducted by the Psychological Cor- 
poration, revealed that the president's remarks on the state of 
business, the simplified financial review in brief ard the con- 
densed ten-year comparative financial statements were the 
most read. 

The survey drew responses from 3,500 stockholders. Ap- 
proximately 70 per cent of the respondents commented fa- 
vorably on the three most read parts of the report. 

Sections on research, consumers, employes and farmers, 
presented in human-interest terms, with generous use of 
photographs, also were read by a high percentage of share- 
holders. Those answering ‘‘didn’t interest me’’ ranged very 
low for each of the financial sections, around 3 per cent; 
whereas they were slightly higher in the other sections, rang- 
ing from 4 to 7 per cent. 


Potatoes! Fish?—and Stocks? 

Now that Congress has witnessed the introduction of a bill 
to support fish prices, in line with the pattern for agriculture, 
one omnipotent observer feels that it is time to consider the 
suggestion that the government support the price of stock 


market securities as well. 
—PAuL HAAS? 
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Public Relations Aspects 
of Controllership 


HE ROLE OF the corporate controller in 
the field of public relations is one that 

is not usually associated with the account- 
ing function or the controller's responsi- 
bilities. But, in the opinion of Wm. Her- 
bert Carr, President of the Controllers In- 
stitute of America, “the controller has a 
public relations responsibility in connection 
with his company's external reports, which 
goes well beyond supplying bare figures.” 
Mr. Carr, who is vice president and treas- 
urer of California Packing Corporation, 
San Francisco, presented his views before 
the recent 12th Annual Institute of Ac- 
counting sponsored by Ohio State Uni- 
versity. 

Basically, Mr. Carr declared, the con- 
troller’s external responsibilities are to sup- 
ply the data or prepare the reports for 
various government regulatory agencies 
for stockholders and the public. Referring 
to this, Mr. Carr pointed out, a prominent 
business executive stated in a speech not 
long ago, ‘The general public, the Securi- 
ties and Exchange Commission, and the 
public auditors are not greatly concerned 
with anything but over-all figures.”’ 


WHY ANNUAL REPORTS? 


Editors, THE CONTROLLER: 


This may be, Mr. Carr said, a factually 
correct statement, as over-all figures usually 
meet “legal requirements” and it is true 
the public’s interest, in general, has been 
limited in scope until recent years. How- 
ever, the ever-growing number of “In- 
vestment Counsellors,” the increasing 
tendency of brokerage houses to offer aval- 
yses of common stocks and even to pub- 
lish brochures on the companies, attests 
increasing interest in these facts which 
underlie the “over-all figures.” Bare ‘‘legal 
requirements’ no longer satisfy at least a 
part of the investing public, he stated. 

In Mr: Carr's opinion, the controller has 
a public relations responsibilty in connec- 
tion with his company’s external reports 
which goes well beyond supplying bare 
figures. If we include among the control- 
ler’s responsibilities, the appraisal of fu- 
ture effects of economic and social forces 
and the effectiveness of company policy, it 
follows that he has a vital responsibility in 
connection with his organization’s pub- 
lic relations. 

The term “public relations,” Mr. Carr 
declared, has been described as ‘doing the 


What is Your Answer? 


I should like an answer to this question: Why do corpora- 


tions issue “annual ve ports?” 


Nowhere have I been able to find a list of reasons—or 
explanations—for the issuance of annual financial reports 
by corporations. Several possible answers come to mind, such 
as: corporate bylaws, requirements of regulatory bodies, 


custom or habit. 


Your “‘answer’’ will be appreciated. 
R. O. BAKER 
Department of Business Administration 
Northwestern State College 
Natchitoches, Louisiana 


We look forward to responses from our readers and 


hope to publish, in some future issue, a digest of the views 
submitted. Accordingly, please indicate, when responding, 
whether we can use your name or company identification 


or whether you prefer anonymity. 
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right thing and letting the public know 
what you are doing.” Certainly statements 
confined to over-all figures will never 
serve the purpose of letting the public 
know rat helping the public to ander- 
stand—what we are doing. 

No informed person would doubt, he 
continued, that we have in America today, 
and have had for many years, the highest 
standard of living ever achieved by any 
country in modern times. Even in the depth 
of the last depression, our living standards 
were higher than those achieved by most 
of the countries of the world in good 
times. These achievements have not been 
realized through an abundance of natural 
resources, nor are they due to any special 
spiritual or mental qualities peculiar to 
our people. As this superiority is not due 
to physical advantages, it obviously must 
be due to the social and economic atmos- 
phere in which it was developed—to in- 
dividual initiative, to incentives—in short 
to our free enterprise system. 


NEEDED: UNDERSTANDING 


But in the midst of all this, Mr. Carr 
said, the great mass of our people are eco- 
nomically ignorant. Little understanding 
and many misconceptions exist concerning 
business—its financial aspects, importance 
of cooperation and management's contri- 
butions. This economic ignorance has been 
undermining and handicapping American 
business in recent years. This trend can be 
stopped only by positive efforts. American 
management, which anderstands the eco- 
nomic facts, has an opportunity to bring 
about greater economic understanding, 
through its reports not only to stock- 
holders, but to employes and to the public. 

The actions and results of our complex 
business system are primarily measured by 
and expressed in the common language of 
figures. A controller, custodian of the rec- 
ords, is in a position to express and inter- 
pret figures in such a way that management 
can issue reports that will be readily under- 
stood. 

If the controller is to perform his part in 
public relations, he must be familiar with 
the scope of the problem. With such an 
understanding he is in a position to suggest 
to management the kind of information 
that can be presented, and he will be in a 
position to select the information that will 
convey readily understood facts to the 
average person, Mr. Carr concluded. 





THE CONTROLLER 
AS SOCIAL ANALYST 


Discussing what management should ex- 
pect of the controller's department at a 
meeting of the National Association of 
Cost Accountants in Green Bay, Wiscon- 
sin, earlier this year, Noel E. Keeler, vice 
president of finance and accounting, Mara- 
thon Corporation of Menasha, Wisconsin, 
quoted point 5 of the recently released 
statement by the Controllers Institute (see 
adjoining columns) on the functions of 
controllership. 

Mr. Keeler, a member of the Advisory 
Council of the Controllers Institute of 
America, said that since we are quite ac- 
customed to think of the controller in the 
role of economists, especially in connection 
with budgeting, he would discuss the con- 
trollership function as related to the social 
forces and governmental influences sug- 
gested in point 5 of the Institute’s for- 
mula. 

“The controller's department,” Mr. 
Keeler said, “together with every other de- 
partment of the business, must bear its 
share of the responsibility to bring about 
a greater economic literacy among stock- 
holder, employes and the public in the 
company’s plant communities. This re- 
sponsibility should lay as urgently upon 
our conscience as any burden we carry, no 
matter how great our immediate business 
or personal problems.” 

“We owe it to ourselves and our fami- 
lies,” Mr. Keeler continued, “not only to 
educate ourselves regarding the relation- 
ship between our personal liberties and 
our economic system, but to educate those 
among whom we work and live, for we 
are gradually but perceptibly drifting to- 
ward a different social order. 

“The free enterprise system and _per- 
sonal liberty are inseparably bound to- 
gether,” he said; ‘destroy one and we 
must eventually destroy the other. They 
are opposite sides of the same coin. 

“Let us enlarge upon that statement,’ 
he declared, “first by trying to character- 
ize what is meant by free enterprise. Fun- 
damentally, free enterprise is the right of 
anyone to engage in any occupation or 
business he wants, and to run it as he sees 
fit, so long as he doesn’t interfere with the 
rights of others. It is a system under which 
there is a universal and continuous incen- 
tive because of adequate rewards, for a 
man to risk his money, to put in an un- 
limited amount of hard work, and to de- 
vote his ability and genius if he has it, to 
the development of projects, methods and 
products. 

“Turning to the word ‘liberty’ we find 
(a) that liberty is a human right, unlimited 
except as it is necessary to restrain one per- 
son from trespassing on the liberty of 
another, and (b) that economic liberty, 
including the right to the product of one’s 
labor, is the safeguard of other forms of 


liberty. 


“Why is economic liberty the safeguard 
of other forms of liberty? Under a sys- 
tem which denies economic liberty,’ Mr. 
Keeler asked, ‘‘can we imagine being al- 
lowed the ballot; or free speech and a 
free press; security in our person and in 
our homes ; impartial trial by jury; and the 
many other freedoms provided by our Bill 
of Rights ? 

“Socialists and Communists limit, di- 
rectly or indirectly, many of the economic 
rights of a free enterprise system. Conse- 
quently, the human liberties provided by 
our Bill of Rights cannot exist in Russia 
or its satellite countries and they are al- 
ready becoming impaired in semisocialized 
England. 

“A fundamental principle of the Col- 
lectivist philosophy,” Mr. Keeler said, ‘‘is 


expressed by Karl Marx: ‘From each ac- 
cording to bis abilities; to each according 
to his needs.’ If we are to retain our per- 
sonal liberties we must fight the enforced, 
ever-increasing control and distribution of 
wealth by our government. When carried 
to immoderate lengths, as is now the case 
in this country, this evil sooner or later has 
these consequences : 


"1. The victim is deprived to what he 
produces which lessens bis incentive to pro- 
duce . . 

2. The one who receives unearned re- 
wards is relieved of the need for produc- 
tion which likewise weakens his incentive 
to produce. 

3. As production declines, due to les- 
sened individual incentive, production 


SIX-POINT CONCEPT OF THE CONTROLLERSHIP FUNCTION 


The concept of the function of controllership—as de- 


veloped by the Committee on Ethics and Eligibility Stand- 
ards of the Controllers Institute of America, and approved 
by its National Board of Directors on September 25, 1949 
—follows: 


I. 


THE CONTROLLER 


To establish, coordinate and maintain, through author- 
ized management, an integrated plan for the control of 
operations. Such a plan would provide, to the extent 
required in the business, cost standards, expense budgets, 
sales forecasts, profit planning, and programs for cap- 
ital investment and financing, together with the neces- 
sary procedures to effectuate the plan. 

To measure performance against approved operating 
plans and standards, and to report and interpret the re- 
sults of operations to all levels of management. This 
function includes the design, installation and mainte- 
nance of accounting and cost systems and records, the de- 
termination of accounting policy and the compilation of 
statistical records as required. 


. To measure and report on the validity of the objectives 


of the business and on the effectiveness of its policies, 
organization structure and procedures in attaining those 
objectives. This includes consulting with all segments 
of management responsible for policy or action concern- 
ing any phase of the operation of the business as it re- 
lates to the performance of this function. 

To report to government agencies, as required, and to 
supervise all matters relating to taxes. 

To interpret and report on the effect of external influences 
on the attainment of the objectives of the business. This 
function includes the continuous ap praisal of economic 
and social forces and of governmental influences as they 
affect the operations of the business, 


. To provide protection for the assets of the business. This 


function includes establishing and maintaining adequate 
internal control and auditing, and assuring proper in- 
surance coverage 
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must be whipped up among the ever-wid- 
ening number of nonproducers and this 
process requires ever-increasing curtail- 
ment of human rights and eventually a re- 
sort to arbitrary and dictatorial powers. 


“In other words, there must be incentive 
to make men want to work, or there must 
be force to drive men to work. The smaller 
the carrot, the bigger the stick. 

“We have experienced the beginnings 
of this process in the United States. Each 
of us knows of many instances where de- 
priving the victim of his production has 
weakened the incentive to produce. Like- 
wise each of us knows of many cases where 
the receipt of unearned rewards has under- 
mined the production incentive. We have 
even seen the exercise of arbitrary and 
dictatorial powers. 

“What about present-day England 
where the process is further advanced than 
here? Has England found it necessary to 
curtail personal liberty in order to advance 
her socialistic program ? 

“The Prime Minister has revealed in the 
House of Commons that seventeen minis- 
tries have power to authorize inspections 
involving the entry into private houses and 
premises without a search warrant. 

‘Newly nationalized undertakings show 
deficits totaling well over $500 million. 
Such deficits would have been large enough 
in the days of private companies to cause 
shareholders to vote the board of directors 
out of office. 

“In America we continue to enjoy a 
large degree of freedom but we are gradu- 
ally forging our chains. Liberty can perish 
from erosion as well as from revolution. 

“What can we do as individuals to 
safeguard our freedom? 

“Let us recognize that our problem is 
fundamentally one of education.! It is in- 
conceivable that we Americans want to 
travel the road to serfdom. People never 
give up their liberties but under some de- 
lusion. To avoid losing our freedom, we 
must be well enough informed to ap- 
praise the day-to-day activities of our gov- 
ernment in relation to our liberties, both 
current and potential. It requires more than 
a vote to preserve liberty ; it requires un- 
derstanding on the part of voters.” 

In conclusion, Mr. Keeler states that 

“First, then, each of us must educate 
himself in the philosophy of freedom. 

Second, we must learn freedom so well 
that others may light their candles from 
our knowledge. If each of us will appoint 
himself a committee of one to educate his 
family, his friends and his business associ- 
ates, we shall collectively strike a mighty 
blow for personal liberty and the free en- 
terprise system upon which our freedom 
depends. 

“Third, we can prevail upon the man- 
agement of our business to undertake an 
organized program of education among 
employes, stockholders and the public in 


our plant communities. What agency is as 
able as business to undertake such a pro- 
gram? How else is our objective to be 
reached unless each of us as individuals 
will do his share and his company will do 
its share to bring about greater economic 
understanding. Fortunately, many com- 
panies and many agencies are already 
working toward this end and some of 
them have been carrying on such efforts 
for many years.” 


‘Land of the Free 


“LAND OF THE FREE” is the title of a series 
of six sound slide films recently completed 
by Ross Roy, Inc. 

Utilizing pertinent illustrations from 
history to tell the story of mankind's fight 
for freedom or the curtailment of rights by 
power-drunk individuals or systems, the 
presentation puts over its points to minds 
of all ages with dramatic full-color draw- 
ings. 

These examples are brought down to a 
present day application in the lives of 
the Tom Smiths of Main Street, U. S. A., 
through the story of the failure of com- 
munistic and “share the wealth” experi- 
ments made during the founding of 
America, the colonists’ choice of individual 
freedom and individual ownership of the 
means of production that led to our ex- 
pansion from a young republic to a world 
power, and an explanation of the capital- 
istic system as the means to our high stand- 
ard of living. 

The films are one man’s effort to bring 
economic understanding within reach of as 
many Americans as possible. The project, 
in the words of the producer, ‘does not 
‘talk politics,’ is nonpartisan, and not sub- 
sidized in any way by any other individual, 
company or corporation. 

“This program has been produced and 
financed entirely by Ross Roy, Inc. It is an 
outgrowth of my personal conviction that 
nothing is needed more in America today 
than education in the sound basic princi- 
ples of the American Way of Life. You 
and I are now faced with a real selling 
job. As businessmen we've got to stop 
‘talking to ourselves’ and start talking to 
our employes, schools and communities.” 

It is Mr. Roy’s recommendation that 
company sponsorship of this series to em- 
ploye groups in plants, veteran organiza- 
tions, clubs and community groups can be 
effectively employed as a public relations 
tool on the local level. 

The “packaged” presentation includes 
six films (each film is a complete story in it- 
self although a part of the series—showing 
time: 20 minutes each film), six 16” voice- 
and-music records (the narration is by Vic- 
tor Jory, well-known television and motion 
picture personality), 25 “take-home” book- 
lets in full color for each film (showing 
each frame and the script), a carrying 





case, and a meeting guide that gives sug- 
gestions for presenting this program of 
economic knowledge. Additional book- 
lets for company imprint are available at 
a nominal cost. 

A sample booklet and a folder entitled 
“Let's Quit Kidding Ourselves . . .”, de- 
tailing the — themes of the entire series, 
are available free to our readers. Write to 
The Managing Editor, THE CONTROLLER, 
One East 42nd Street, New York 17, N. Y. 


“Job Makers’ Scroll” Award 
Made to Standard Oil Co. (N.J.) 


Frank Abrams, chairman of the board 
of Standard Oil Co. (N. J.) recently ac- 
cepted an award from Benjamin A. Javits, 
president of Independent Investors, Inc., 
for the company's “industrial statesman- 
ship,” at their annual stockholders meet- 
ing in Linden, N. J. The award, a “Job 
Makers’ ”’ scroll, was the first presented to 
American management leaders by the In- 
dependent Investors, Inc., representing 
individual stockholders all over the coun- 
try as an organized body and spokesman 
for their protection. 

Mr. Javits said: 

‘For over thirty years, this company has 
been free of strikes. It has constantly im- 
proved its product, lowered prices, and 
promoted the principles of American busi- 
ness around the world.” 

The scroll read as follows: 


“To the present management of Stand- 
ard Oil Co. (N. J.) for dedication to pub- 
lic service, for maintenance of the princi- 
ples of a free economy, succes sful operation 
of a big business, for successful conduct 
of an important segment of American 
economy on a democratic basis, unusually 
successful labor relations, for industrial 
statesmanship, and for proving big busi- 
ness can be run by and for all the people.” 


Mr. Javits recently addressed the East- 
ern Conference of the Controllers Institute 
of America in Buffalo and is author of a 
best seller “Peace by Investment.’’ 


Guaranty of Investments 
Abroad Is Opposed 


Opposition to government guaranties of 
foreign investments, as proposed in pend- 
ing legislation, was voiced recently by the 
National Association of Manufacturers in 
a report of its international relations com- 
mittee headed by Lee H. Bristol, president 
of Bristol-Myers Company. 

The report held that restricted guaran- 
ties applied only to selected new invest- 
ments and the resulting discrimination 
would tend to set up a new class of pre- 
ferred investors mh possibly, preferred 
creditors. Danger of additional govern 
ment interference in the affairs of Ameri- 
can companies abroad also was cited in op- 
position to the proposal. 
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Forecasting Retail Sales 


Discussing retail sales forecasting before 
a recent meeting of the Newark Control of 
the Controllers Institute of America, Q. 
Forest Walker, Economist, R. H. Macy & 
Co., Inc. of New York, pointed out that 
statistical techniques used in making sales 
forecasts vary widely. They must be 
adapted, he said, to fit the problems of the 
individual company. 

Since standard statistical procedures are 
described in the textbooks, they required 
no review, Mr. Walker stated. Perhaps a 
description of the difficulties encountered 
in mathematical projections of the sales of 
a department store, he said, will serve to 
highlight some of the problems. 

Department store sales are highly heter- 
ogeneous in character, he continued, and 
the world’s largest department store 
stocks over 400,000 separate and distinct 
items, not counting colors and sizes. Fore- 
casting may be less difficult when the prod- 
uct sold is homogeneous and measures of 
physical output are readily available, but 
such is not the case for department stores. 

For forecasting purposes, sales, transac- 
tions and average check are the basic series 
with which the forecaster must work. A 
transaction is one sales ticket, or slip, which 
may include one or several items selling at 
differing prices. 

Division of sales by transactions makes 
possible a derived series for average check. 
The most satisfactory forecasts are made 
by use of transaction and average check 
data. 

The first step, Mr. Walker said, is to 
compile the basic data for sales and tran- 
sactions. Most department stores compile 
such information daily and cumulatively 


by weeks. The best procedure is to put 
these data on a calendar-month basis. Since 
there are variations in the number of 
shopping days in different months, the 
monthly data are divided by the respective 
numbers of shopping days to secure aver- 
age daily sales and transactions. The aver- 
age daily sales check is then computed by 
division. 
Correct Data for Seasonal Trends 

The next step, in Mr. Walker's opinion, 
is to de-seasonalize the average check and 
transaction data. Department store sales 
are characterized by high seasonality. It is 
not always easy to make satisfactory sea- 
sonal corrections. The seasonal factors 
used by the Federal Reserve Board and the 
district Reserve Banks may or may not fit 
the experience of the individual store. The 
Reserve Banks use moving seasonals and 
the procedure is involved, requiring con- 
siderable judgment. Shifts in the date of 
Easter, and the day of the week on which 
important holidays fall, complicate the cal- 
culations. During the war period, cus- 
tomary seasonal patterns changed consider- 
ably, and only recently has a possible 
return to old patterns been indicated. The 
forecaster must, therefore, experiment with 
his data until he finds the seasonals that 
appear most suitable for his purposes. 


De-seasonalized Data 

The de-seasonalized monthly data for 
average check and transactions are then 
plotted separately on graph paper. The 
most difficult part of the forecast begins 
at this point because trend lines must be 
fitted to the data. If linear or curvilinear 


Wholesalers’ Aim: Stability 


The problem facing wholesalers today is that of creating 
more profitable business through the stabilization of trade 
conditions generally. That is the view of Harry J. Delaney, 
Executive Vice President of Meinhard-Greeff & Co., New 
York. Speaking recently before the Wholesale Dry Goods 
Institute, Mr. Delaney observed that the very existence of 
wholesalers depends upon their ability to develop a constant 
market among the several million independent stores which 
are the wholesalers’ potential outlets—for the simple reason 
that a basic commodity such as textiles has always been the 
victim of production exceeding consumption. 

Another speaker, John R. Bromwell, who is chief whole- 
sale specialist of the marketing division of the Department 
of Commerce, told the meeting that the ultimate future of 
dry goods wholesaling would be determined by the cost 
involved in getting goods from supplier to retailer. 
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trend lines are fitted by mathematical meth- 
ods, there is always the problem of decid- 
ing what time period to use. If too long a 
period is selected, the slopes may be so 
much at variance with recent sales that 
they obviously cannot be used. Too short 
a time period may give undue weight to 
recent experiences. 

It is difficult to recognize a major 
change in trend until some time after it 
has started. A moving time period for 
computation of the mathematical trend 
is sometimes useful. It is also helpful to 
compare the average check line with the 
trend of selected components of the con- 
sumer price index. The transaction trend 
often moves slowly in short time periods 
and may be somewhat less erratic than the 
average check trend. After long experience, 
the forecaster usually finds that trend-fit- 
ting is saa much a matter of judgment. 
As the forecast period is normally only one 
season, or six months, careful fitting may 
bring reasonably good results. 

When the projection is completed, Mr. 
Walker pointed out, the monthly data are 
read from the trend line, re-seasonalized 
and converted into monthly sales totals. 
The monthly totals are then readjusted for 
any difference in the number of shopping 
days in the new period. It is sometimes 
helpful to follow the same method and 
project only monthly sales. The result ob- 
tained in this way may provide a useful 
countercheck against the average sales 
check—transaction forecast. 

Although some forecasters have had 
moderate success in relating sales of the in- 
dividual store to national income in the 
state where the store is located, state figures 
are not 0s available. There are statis- 
tical methods for estimating state totals 
from the national figures, but they are sel- 
dom satisfactory. The major problem in 
using national income statistics is the de- 
pendability of projections of national in- 
come and disposable personal income. 


Sales-Income Correlation 

We know, however, that correlation be- 
tween total department store sales and dis- 
posable income was remarkably close in 
prewar years. In the war years, for obvious 
reasons, it was not good. In the postwar 
years, total department store sales were 
considerably larger than the old regression 
formula indicated, but, recently, they ap- 
pear to be returning to old ratios. 


Durable Goods Share of Market Increasing 

The regression formula did not yield 
good results in these postwar years for two 
important reasons. Replacement needs 
were so great that part of the wartime sav- 
ings were used to buy needed goods, and 
the shortage of durable goods, such as 
automobiles, housing and other items, 
diverted .more purchasing into soft goods 
which represent the major part of depart- 
ment store volume. 





Analysis of the yearly ratios of sales of 
various types of retail stores to disposable 
income shows that the durable goods stores, 
including automotive sales, have been ab- 
sorbing larger percentages of disposable 
income since 1944. Sales of stores in the 
nondurable classification represent declin- 
ing percentages of disposable income ; and 
department store sales have moved back 
to the prewar relationship. It appears 
likely that old regression formulas will 
yield more satisfactory forecasts in future 
years. The chief difficulty now is the proba- 
ble accuracy of private forecasts of dis- 
posable income for periods of six to twelve 
months. The disposable income forecasts 
are improving and we can be more hopeful 
of forecasting department store sales for 
six months or a year in advance with a 
diminishing error. 

As one might expect, Mr. Walker noted, 
it is not ordinarily possible to obtain satis- 
factory forecasts of the sales of the indi- 
vidual store by regressions on disposable 
income. Sales of a single store represent 
only a tiny fraction of the national aggre- 
gate and the probable error is too great. 
Disposable income in the marketing area 
of the single store may not increase or de- 
crease in the same ratio as the national 
total. Nevertheless, the forecast of total 
department store sales may have value as 
an indication of the general trend. 

This brief description of mathematical 
forecasts would not be complete, Mr. 
Walker declared, if we did not note one 
significant feature of all such forecasts. A 
trend forecast can only indicate what fu- 
ture sales are likely to be if the company 
continues to operate as it has in the recent 
past. In effect, the trend forecast says that, 
if the company does not change its opera- 
tions, a particular result may be realized. 
It is, therefore, often helpful in stimulat- 
ing a company to reexamine its operations 
to secure better results. 

Forecast techniques used by other types 
of business differ substantially from de- 
partment store methods,! and, of course, 
not all department stores use the method 
here described, Mr. Walker said. Many 
types of business operating on a national 
scale have found useful correlations 
between their dollar sales and such aggre- 
gates as gross national product and dis- 
posable ingome. In some cases, series rep- 
resenting units sold can be related to the 
FRB index of production, or selected com- 
ponents of the index. The total market for 
a particular product may be estimated by 
statistical methods, and sales plans may be 
based on the theory that the company can 
maintain its traditional share of the market. 


‘See FORECASTING For Prorit—by Walso 
Wright. a supplementary Controllership Fou 
dation Book Digest in the January 1950 issue 
THE CONTROLLER as. well as the study pul 
lished by the Controllership Foundation en 
titled BUSINESS FORECASTING-—70 pp.—$5.00 
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Security for Business Features 


Pacific Coast Controllers Parley 


ECURITY FOR BUSINESS in order that it 
may provide adequate hours and wages 
was urged by Louis C. Hageman, president 
of the Los Angeles control, at the 1950 Pa- 
cific Coast Conference of the Controllers 
Institute of America held June 2-3 at the 
Ambassador Hotel, Los Angeles. 
In elaborating on the conference theme 
"Security for Business,” Mr. Hageman 
said: 


“All over the world men are demanding 
security from their governments; security 
for their old age, their health, and their 
daily work. 

‘The burden of paying for most of this 
security is being placed on business. Much 
of this burden must be absorbed by busi- 
ness and cannot be passed on to the con- 
sumer in the sales price. 

“Business must now be concerned with 
its Own security in order that it may pro- 
ceed without fear or apprehension. 

“Should business, like labor and the 
farmer, ask government for some sort of 


handout’ insurance and become en- 
tangled with bureaucratic red tape, confis- 
cation by oppressive taxes, and strangula- 
tion by ever increasing controls ? 

“We believe it is better that government 
assume those functions which are to pro- 
vide security for old age and health, and 
that business assume its function of pro- 
viding security for hours and wages.” 


Over 200 controllers and their guests 
from the Los Angeles, Portland, San Fran- 
cisco and Seattle Controls attended the 
two-day meet which opened with a lunch- 
eon on Friday, followed by two technical 
sessions Friday afternoon and a banquet 
that evening. 

The speaker at the ‘kick-off’ luncheon 
was Congressman Richard Nixon, 12th 
District California, whose topic was “The 
Controller and His Congressman.” Mr. 
Nixon, who at the California Primaries on 
June 6, won the Republican nomination 
for United States Senator from California, 
traced the rapid rise of federal expendi- 
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tures over the last decade and urged that 
business, through its financial representa- 
tives, redouble its efforts to have estab- 
lished in Washington more vigorous 
checkreins on the federal budget. 

The Friday afternoon technical sessions 
were led by J. Stuart Neary, attorney, mem- 
ber of the firm, Gibson, Dunn and 
Crutcher, Los Angeles, on the topic “The 
Financial Administrator and Collective 
Bargaining.” Mr. Neary, one of the top 
labor relations attorneys in the West, 
strongly advocated the active participation 
of controllers in the collective bargaining 
process and recommended, from his ex- 
perience, that top management adopt a 
More constructive, positive approach to 
labor negotiations rather than adhering 
stubbornly to a course of perpetual resist- 
ance to labor’s demands. ‘‘Beat labor to the 
punch with a proposal for wage increases 
based on irrefutable facts and figures, and 
you will win the confidence and respect of 
labor leaders,” Mr. Neary stated. 

A most interesting session on Friday 
considered the topic “Developing and 
Maintaining Human Administrative Re- 
sources.” W. A. Williams, manager Per- 
sonnel Division, The Studebaker Corpora- 
tion, South Bend, Indiana, outlined the 
methods followed by his company in the 
recruitment and induction of future execu- 
tives. While Herbert L. Samuelson, man- 
ager of Executive Development, Standard 
Oil Company of California, graphically 
illustrated that company’s program of ex- 
ecutive development. Both speakers em- 
phasized the need for a permanent reser- 
voir of future executive talent as a means 
of assuring the continuity of effort at the 
executive level—an essential factor in the 
long-range security of any company. 

The banquet Friday evening, preceded 
by a reception and cocktail hour, was ad- 
dressed by the Honorable Ed. J. Daven- 
port, Councilman City of Los Angeles, 
who spoke on "A Tested Formula That 
Will Win Friends For You and Your 
Company.” Mr. Davenport, a former ad- 
vertising agency executive, “vigorously 
hammered home his points with amusing 
anecdotes based on his experiences in the 
public relations and advertising fields. He 
stressed the importance of public relations 
as a means of securing greater security in 
competitive markets by cultivating public 
acceptance of a company, its policies, and 
its products. 

Two technical sessions were held Satur- 
day morning. The first presented A. Calder 
Mackay, member of the firm Mackay, 
McGregor, Reynolds & Bennion, Los 
Angeles, speaking on “Taxation and Free- 





dom.” Mr. Mackay pointed to tangible in- 
stances where the increasing burden of 
taxation has limited the freedom of the in- 
dividual and of large segments of our eco- 
nomic structure. 

Don Belding, president of Foote, Cone 
& Belding advertising agency, whose topic 
was “The Battle for Men's Minds,” fired a 
verbal salvo at communistic activities in 
the United States, stating that in Los An- 
geles county alone, there are 272 commu- 
nists cells with from 5 to 50 members each, 
which meet once or twice a week. He read 
a pledge which, he said, every member of 
the party is required to take: 

“I pledge myself to rally the men to de- 
fend the Soviet Union, to be at all times a 
vigilant and firm defender of the Leninist 
line of the Communist Party, the only line 
which assures the triumph of Soviet power 
within the United States.”’ 

Next to the Communists themselves, 
apathy on the part of citizens was criticized 
by Belding. 

“Apathy is the only thing, in my opin- 
ion, that might ruin us. Everybody takes 
everything for granted. We can't sit down 
and win a battle. We have to fight. We 
have to fight all the time. These 272 cells 
I've been telling you about meet every 
week to plan our eventual destruction. 
They don’t go away fishing. They work all 
the time.” 

The closing luncheon Saturday noon 
featured Henry Wilcoxon, motion picture 
actor and associate producer with Cecil B. 
DeMille, speaking on “Showmanship in 
Business.”’ Mr. Wilcoxon had just returned 
from an extensive tour of the United 
States, on which he visited theatre owners 
and others in the motion picture industry. 
He spoke of showmanship that is applied 
to the making and advertising of motion 
pictures and pointed out parallels which 
could be utilized in other industries. 


Merchandising Role 
Urged on Controllers 


Department store controllers were re- 
cently warned against “sitting in an ivory 
tower surrounded by figures’ and told to 
maintain close contact with the merchan- 
dising division, by Louis J. Melicek, gen- 
eral merchandise manager of C. Crawford 
Hollidge, Ltd., Boston. 

Speaking before the convention of the 
Controllers’ Congress of the National Re- 
tail Dry Goods Association, Mr. Melicek 
stated: ‘If we try to merchandise our store 
slowly, with an eye to reduction of mark 
downs, the time would soon come when 
our volume would shrink significantly and 
particularly our profit.” 
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A IN FACTORIES — tamson tubes 
save millions of time-consuming, money- 
wasting steps. They whisk mail, telegrams, 
orders, ship sheets, and all the endless 
paperwork of manufacturing between 
offices, departments, buildings. Even small 
tools, gauges, test pieces may be carried. 


<4 1N HOSPITALS —tomson Tubes 


handle mail, messages, histories, prescrip- 
tions, medicines, supply orders .. . even 
living tissue from the operating room to 
the laboratory. Illustrated at the left is a 
typical nurses’ station on a private ward 
floor. 

Here are only three typical installations, but they 


reveal the wide scope of service. Why not find out 
how Lemson Tubes can serve you? 


Mail the coupon today for literature covering your 
particular problem. 
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300 eminent experts 
Studied your government 
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Here’s what they found out: 


THE HOOVER COMMISSION (so 
called because, at President Truman’s 
suggestion, Former President Hoover 
was made its head) consisted of 6 emi- 
nent men from each political party... 
appointed to study and report on the 
Organization of the Executive Branch 
of the Government. 

This Commission made an intensive 
investigation — pried into every major 
department of the federal government. 

They found a hodgepodge of over- 


PRESIDENT TRUMAN FORMER PRESIDENT 


lapping bureaus, confused authority, 
unnecessary functions, red tape. 

They recommended streamlining, 
pruning of unnecessary functions, time- 
and-money-saving procedures, and a 
general overhauling. 

They recommended that the Presi- 
dent be empowered to reward depart- 
ment heads for reducing their staffs... 
that the fiscal agencies scattered 
through the government be assigned to 
the Treasury—and many other needed 

reforms. Many of these now 
await Congressional action. 
These matters concern 
YOU. It is your money that’s 
at stake—your government 
that must be made more ef- 
ficient— your country that 
would be strengthened. So in- 
form yourself on the proposals. 
Discuss them. Form your 
opinion...and make it known! 


Write for free literature, and 
send your contribution, to 


says: “I have all government HOOVER says: “Six presi- 


agencies working on reorgani- dents...have struggled to re- 
zation.” But Congressional organize the executive branch 
action, he adds, will be disap- of our government.” The entire 
pointing, “unless some educa- subject is bipartisan, above 
politics, Mr. Hoover declares. 


tional program is put on 


Citizens Committee 
FOR THE HOOVER REPORT 


1421 Chestnut Street, Philadelphia 2, Penna. 


NATIONAL REORGANIZATION CRUSADE 


for Better Government at a Better Price 


This message is published in the public interest by “The Controller 


Industry Plans Higher 
Capital Investment in ‘50 


Industry is revising upwards its plans 
for purchases of new plants and equip- 
ment in 1950—to a level 7% higher than 
planned earlier. 

A recheck of McGraw-Hill’s annual 
year-end survey ‘Business Plans for New 
Plants and Equipment’ shows that in- 
dustry now plans to invest $13.2 billion 
this year. That is a 7% increase from the 
$12.4 billion reported late last year. The 
recheck was made recently by correspond- 
ents of Business Week. 

Although 1950 capital expenditures will 
still be about 7% lower than 1949's, the 
downtrend in investment that began in 
late 1948 has been reversed. Industry as a 
whole—manufacturing, mining, transpor- 
tation, and utility companies—now plan 
to spend 3% more in the second half of 
1950 than in the first half. Expenditures 
by the manufacturing industries alone will 
be 10% higher than in the first six months. 
This upturn in investment plans adds a 
major element of strength to the business 
outlook. It is axiomatic that “as capital ex- 
penditures go, so goes prosperity.”’ 

Among the major industries, only pe- 
troleum and the utilities do not share in 
the upward revision of 1950 plans. The 
automobile industry and the railroads re- 
ported the biggest increases in plans. They 
plan to invest one-third more than they did 
earlier. Steel companies, too, report a size- 
able increase in plans. 

Among the leading companies queried, 
only 7% reported they were reducing their 
plans for investment during the year. 

The second half of the year will see 
higher capital expenditures than the first 
half in most manufacturing industries. 
However, the chemical, electrical ma- 
chinery, and transportation equipment in- 
dustries are exceptions. Again, the auto 
industry shows the biggest increase. Motor 
companies plan to spend 64% more in the 
second half than in the first. Railroads and 
mining companies will divide their ex- 
penditures about equally between the two 
halves. Electric and gas utilities plan to 
spend about 7% less in the second half 
largely because of a slowdown in the elec- 
tric utilities’ construction program. 


Tax Relief Discussed 


Tax relief from the statute of limitations 
is the subject of an article by J. H. Land- 
man in the May, 1950 issue of Tax Lau 
Review. Mr. Landman, a partner of the 
law firm of Sher, Roeder & Landman, 
New York, has appeared frequently in 
THE CONTROLLER; most recently in the 
February, 1950, issue with an article, “Tax 
Highlights of 1949" (p. 61). In the July 
1950 issue Mr. Landman reviewed ‘“Taxa- 
ble and Business Income’ by Dan Throop 
Smith and J. Keith Butters (p. 320). 











19TH ANNUAL MEETING 


Controllers Institute 


of America 








Seplember 17-20 

1950 

Edgewater Beach Hotel 
CHICAGO 


GENERAL CHAIRMAN, Charles Z. Meyer 
First National Bank of Chicago 


VICE CHAIRMAN, James L. Peirce 
A.B, Dick Company 


HEADQUARTERS REPRESENTATIVE, Paul Haase 
Controllers Institute of America 


SECRETARY, Philip J. Weber 
The Do All Company 


Committee Chairmen 


ARRANGEMENTS, H. Harold Humphreys 
American Lumber & Treating Company 


BUSINESS SHOW, Donald L. Schroder 
Victor Adding Machine Company 


ENTERTAINMENT, Lenox B. Buchanan 
Chicago Mill and Lumber Company 


EXECUTIVE, Charles Z. Meyer 
First National Bank of Chicago 


FINANCE, William M. Edens 
Continental Ilinois National Bank & Trust 
Company of Chicago 


HOUSING, Leo E. Stevens 
American Hospital Supply Corp. 


INDUSTRY CONFERENCE, Henry F. Chadeayne 
Genero! American Life Insurance Company 


INTER-CONTROL ATTENDANCE 
Martin Keagy 
Croname, Inc. 


LADIES HOSPITAUTY, Arthur S. Goodman 
American Forge Division, 
American Brake Shoe Company 


PROGRAM, Gordon B. Rockafeliow 
Purity Bakeries Corporation 


PUBLICITY, Thomas W. Bryant 
The Cuneo Press, Inc. 


RECEPTION, Carl M. Blumenschein 
Container Corporation of America 


REGISTRATION, Raymond P. Dennett 
Kraft Foods Company 


SPEAKERS HOSPITALITY, George B. Whitfield 
The Quaker Oots Company 


Sunday afternoon, September 17th: Registration at the Edgewater Beach Hotel. Reception 
and cocktail hour for members and their wives. Members are urged to make reservations now. 


PROGRAM 


* 

MONDAY—September 18 
MORNING: Annual Business Meeting of Members. 
LUNCHEON: Subject: ‘The U.S., Russia and the Balance of Power (can the free 
enterprise system exist side by side with Communism?)" Speaker: Jackson Mar- 
tindell, President, American Institute of Management, New York. 
AFTERNOON: General Session. Teme: ‘Government and Economic Balance.” 
Subject: ‘The Impact of the Federal Budget on the American Economy.” 
Speaker: John K. Langum, Vice President, Federal Reserve Bank of Chicago. 
Subject: “Government Controls on Business.” Speaker; John T. Chadwell, 
partner of the law firm of Snyder, Chadwell & Fagerburg, Chicago. 
EVENING: Dinner dance and entertainment, Marine Dining Room. Ladies and 
guests invited. Dress informal. 


TUESDAY—September 19 


MORNING: Panel Session. Subject: “The Balance of Interests in the Disposi- 
tion of Corporate Income.” Moderator: Dr. Willard J. Graham, Professor of 
Accounting and Director of the Executive Program, The School of Business, 
The University of Chicago. Speakers: O. Paul Decker, Vice President in Charge 
of Investments, American National Bank and Trust Company of Chicago. H. B. 
Arthur, Economist and Manager of the Commercial Research Department, Swift 
& Company, Chicago. Carroll R. Daugherty, Chairman of the Business Econom- 
ics Department, Northwestern University, Evanston. 

LUNCHEON: Swhject: “A Balanced Defense for America.’ Speaker: Lieut. 
General Leslie R. Groves, wartime head of the Atom Bomb Project and vice 
president of Remington Rand Inc. 


AFTERNOON: Industry Conferences. 


EVENING: Annual Banquet. Subject: ‘Balance in the Realm of Social Ideas.” 
Speaker: Clarence B. Randall, President, Inland Steel Company, Chicago. 


WEDNESDAY—September 20 


MORNING: Theme: ‘Balance in Business Management.’ Subject: ‘The Con- 
tribution of Controllership.” Speaker: (to be announced at a later date). 
Subject: ‘Predicting the Economic Future Speaker: (to be announced at a 
later date). 


LUNCHEON: Swhject: ‘‘E.C.A. and the Balance of Trade.’ Plans are being 
made to have a speaker of international reputation for this final session of the 
meeting. Announcement will be made at a later date 


For the Ladies: The ladies will join the men at the reception and cocktail hour on Sunday 
afternoon and at the annual dinner-dance and entertainment in the Marine Dining Room on 
Monday evening. The Ladies’ Activities Committee is making arrangements for various other 
activities for the three days. There will be luncheons, a style show and a card party. Tickets 
are being reserved for attending some interesting radio broadcasts. Details will be an 
nounced later 











BALANCE SHEET PRICE LEVEL ANALYSIS 
By Othel D. Westfall 


Reviewed by PAUL KIRCHER 
University of Chicago 


Professor Westfall proposes a method 
for the determination of the effects of 
price level change upon the financial posi- 
tion and income of business corporations. 
He believes: ‘The best possibility for 
measurement and disclosure appears to lie 
not in constructive accounting srocedures 
but in analytical procedures to be applied 
after orthodox accounting for the period 
is completed.”” (p. 2) 

He suggests a technique “based upon the 
conversion of balance sheet items from the 
dollars in which they are conventionally 
expressed to their equivalents in dollars 
which obtained at date of organization of 
the enterprise.'’ Then, “to obtain greater 
significance for recording and disclosure 
purposes, all balance sheet items, includ- 
ing the price level deficit or en are 
proportionately reconverted into dollars of 
current value.” (p. 26) In his illustration, 
he uses for this purpose the Consumers 
Price Index of the Bureau of Labor Statis- 
tics. He justifies this choice on the premise 
that “capital represents deferred consump- 
tion.” ( p.12) 

The monograph is divided into three 
distinct parts: 


I, Basic Decisions Required, in which he 
examines the need for full recogni- 
tion of the problem, the question of 
specific vs. general indices and the 
problem of replacement cost account- 
ing 
Evaluation of Sweeney's Stabilized 
Accounting, in which he challenges 
Sweeney's concept that loss or gain 
from changes in the general purchas- 
ing power of cash is not realized until 
the cash is paid out. He also discusses 
the complexity of Sweeney's methods 

Ill. Balance Sheet Price Level Analysis, in 
which Westfall offers his own pro 
posal, accompanied by a comprehen- 
sive illustration 


THE CONTROLLER 


This monograph is on a higher plane 
than much of the repetitive material which 
has recently appeared on the subject. The 
second part is especially difficult and would 
mean little to anyone who is unacquainted 
with Stabilized Accounting. Westfall has 
one of the better discussions of that much 
cited but little understood work. 

In the first part Westfall appears to 
weaken his case for the use of a single in- 
dex by attacking replacement cost, leav- 
ing the theoretical case for current cost 
largely untouched. 

His own proposal in the third part con- 
centrates attention entirely on the Balance 
Sheet. ‘Additional details which might be 
obtained through analysis of income items 
would not justify the effort.” (p. 26) He 
believes that the use of a general index 
“for all balance sheets items requiring ad- 
justment would result in the translation of 
original costs into values reflecting yester- 
day's prices in terms of today’s dollars.’ 
(p. 8) This translation presumably is to 
indicate the change in the stockholders 
economic position. 

The calculations for homogeneous items 
(acquired at same price level) and for 
non-homogeneous items (various items 
acquired at different price levels, included 
in same total on Balance Sheet) are 
worked out in considerable detail. Beyond 
this Westfall does not attempt extended 
interpretation of items on tne adjusted 
Balance Sheet. 

He states as his objective: “The most 
that can be hoped for from accounting is 
measurement and disclosure of what is 
taking place.’ (p. 3) The best way to do 
this is open to question among accountants 
Like Arabella Allen in Pickwick Papers. 
most of us don’t know what we do like, 
but do know what we don't like. Some of 
us don't like the assumption that the dol 
lar is a stable measuring unit. But what 
some of us prefer as a connection varies 
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from the approach in Sweeney's Stabilized 
Accounting, which combines adjustments 
of both Income Statement and Balance 
Sheet but is very complex, to the choice of 
simpler methods which emphasize either 
the one statement or the other. Graham 
(cf. Accounting Review, January, 1949) 
supports the Current Cost—Income State- 
ment approach; serious students of the 
price-change problem can learn much by 
comparing his ideas with Westfall’s work, 
which centers on the Balance Sheet alone. 


Published by the author, University of Okla- 
homa, Norman, Oklahoma, 1950. 40 pp. $2.00. 


RATING EMPLOYEE AND SUPER- 
VISORY PERFORMANCE. Com- 
piled by N. Joseph Dooher and Vivi- 
enne Marquis. 

This comprehensive review covers the 
major merit-rating systems now in use. 
Since merit rating has been the subject of 
controversy, this manual provides a worth- 
while picture, reflecting the diversity of 
opinion in the field. It should help stimu- 
late a more scientific approach. 

Principles and procedures detailed in 
“Rating Employee and Supervisory Per- 
formance’’ apply to a wide variety of in- 
dustrial, white-collar and professional em- 
ployes in both large and small companies. 
The guide is designed to increase the ef- 
fectiveness of present rating systems, and 
can be used as a blueprint for redesigning 
a program or for setting up an entirely 
new one. 

Fourteen authorities are represented in 
this guidebook. A specially prepared sec- 
tion reproduces 26 selected merit-rating 
forms in current use in business and in- 
dustry, and analyzes the various approaches 
generally utilized in evaluating personnel. 

Published by American Management Associa- 
New York. $3.75. 
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OTHER ENTRIES 


New Facts OF Business Cycces (Thir- 
tieth Annual Report, April, 1950). By 
Arthur F. Burns. Published by the Na- 
tional Bureau of Economic ‘Research, 
Inc., 1819 Broadway, New York. No 
charge. 


CycLicaL DIVERSITIES IN THE FORTUNES 
OF INDUSTRIAL CORPORATIONS (Oc- 
casional Paper 32, 1950). By Thor Hult- 
gren. Published by the National Bureau 
of Economic Research, Inc., 1819 Broad- 
way, New York. 50 cents. 


Lower Prices CoMING! By William J. 
Baxter. International Economic Re- 
search Bureau. New Y ork. $1.00. 


TWENTIETH CENTURY ECONOMIC 
THOUGHT. Edited by Professor Glenn 
Hoover. Philosophical Library, Neu 
York. $12.00. 








PREVAILING MONTHLY SALARY RANGES 
IN COMPANIES WITH ANNUAL SALES VOLUME OF 
$6,000,000 TO $20,000, 000 











SALARY RANGES BY LOCATION OF COMPANY 
LARGE LARGE 
POINT MIDWESTERN WEST COAST METROPOLITAN 
JOB TITLE VALUE CITIES CITIES NEW_YORK 








Assistant Controller 94  $575-810 $575-810 $670-920 
Tax Accountant 67 455-605 455-605 565-760 
Chief Plant Accountant 62 430-575 430-575 540-730 


Manager, Internal Auditing 59 420-555 420-555 525-710 
Manager, Insurance 54 400-525 400-525 495-670 
Chief Accountant 53 395-520 395-520 490-665 


Manager, Procedures 52 390-515 390-515 480-655 
Manager, Budgets 51 385-510 385-510 475-650 
Manager, Credits and 

Collections 47 370-480 370-485 450-6 





Chief Accountant-Small 
Company 

Cashier 

Supe 





DATA LIKE THIS ON 22 JOBS IN THE CONTROLLER'S 
DEPARTMENT: collected for you from 500 firms! 


H*“° difficulty “pricing” a job? Want to bring salaries in Prepared for the Foundation by Booz, Allen & Hamilton, 
: : as ee! sis wa cli Ml Wes: with the aid of the following advisory committee of Institute 
line with other companies your size, in your area? Hav members: Dwight B. Billings, controller, Pacific Mills; Les- 


ing headaches over salary differentials in your department? ter W. Field, vice-president and controller, Willcox & Gibbs 


Are your aides complaining about the “middle management Sewing Machine Company; Howard L. Gibson, president, 
Gibson Institute; Charles Hummel, comptroller, Bendix 


squeeze. Aviation Corporation; E. B. Nutt, chairman of the Institute's 
Whatever your problem may be in that direction, you will Committee on Employment and Placement, and Arthur Sur- 
a Attila Hin : Rye x kamp, vice-president of the United States Rubber Company. 
find a clue to its solution in “Setting Salaries in the Control- 
ler’s Department’”—the Controllership Foundation manual Send for your copy today. Use the coupon below! 
which brings together into one practical formula the methods 
vo 99 selecte oti ;: The c > > 7 
used by 22 selected corporations. The contents tell how to Seinesitibciaadin: elaiitattiues tas 
set the basic pattern of the salary structure; how to compare 1 East 42nd St., New York 17, N. Y. 
this basic pattern with salary levels in your company and in Please send me copies of “Setting Salaries in the Controller's 
P = 4 . a Department.” (Price to members of Controllers Institute of America, $7.50; 
other companies; how to establish the final salary structure, to non-members, $10.00) 
and how to apply and administer that structure. 
a oH ae : : Check enclosed Send bill 
In addition to defining the best practice, this manual pre- 
sents specific salary data on 22 typical controllership jobs, 
tabulated according to size of company ($1 million to $5 
million sales; $6 million to $20 million; $21 million to $100 
million, and $101 million to $500 million). Also broken Address 
down geographically, covering Midwest, West Coast and 
Metropolitan New York areas. This feature alone will save 
you weeks of work bringing your salary structure up-to-date 
—and functioning smoothly thereafter. 


Name 


Firm name 


City 





REDIT INSURANCE is just as necessary 
$ your program of protection as 
fire, theft and other business insurance. 
Credit losses can be just as large and just 
as serious as other losses. 

American Credit Insurance completes 
your insurance program by guaranteeing 


payment of Accounts Receivable . . . one of 
your most valuable and most vulnerable 
assets. 

American Credit pays you when your 
customers can’t . . . enables you to get 
cash for past due accounts . . . improves 
your credit standing with banks and 


suppliers. A policy can be tailored to fit 


AU ALAN 


CAN CRED 
A\nsuRARCE 


~~ Credit InsuranceXompletes: 
Your Program of Protection 


your ‘particular needs . . . insuring all 
accounts, a specific group, or just one 
account. 

This timely book helps you plan sound 
credit policy. For a copy, without 
obligation, phone our office in 
your city or write AMERICAN 
Crepit InpEmnity CoMPANY 


or New York, Dept.55, First 
National Bank Building, Bc 
Baltimore 2, Maryland. 
~«< 
PRESIDENT 
AMERICAN 
Creoit INDEMNITY 


COMPANY 
, oF New York 
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GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 





OFFICES IN PRINCIPAL CITIES 
OF UNITED STATES AND CANADA 


Firms’ Postwar Boom in Profits 
Diminished After 1946 


The large increase in profits of indus- 
trial corporations during the first three 
postwar years benefited a diminishing per- 
centage of corporations after the third 
quarter of 1946, Thor Hultgren of the 
staff of the National Bureau of Economic 
Research reported recently in a paper made 
public by the National Bureau. In that 
quarter, 70% of the 341 companies whose 
quarterly statements were studied had 
higher profit. than in the preceding quar- 
ter. By the end of 1946 the percentage 
was down to around 50, and it never re- 
covered its former high level. 

Aggregate profits continued to grow 
until late in 1948 because the rising earn- 
ings of the diminishing group of corpora- 
tions that remained on the upgrade more 
than offset the falling earnings of the 
growing group of companies on the down- 
grade. Even the aggregate, however, in- 
creased less rapidly after 1946 than before. 

The paper containing these findings is 
published by the National Bureau under 
the title Cyclical Diversities in the For- 
tunes of Industrial Corporations. 

The profit experience of the companies 
studied in the eighteen years from 1920 to 
1938 suggests that such a sequence of 
events is typical of peacetime business 
cycles, Mr. Hultgren believes. 

“When economic activity at large be- 
gins to rise, the number of companies with 
improving profits is rising and continues 
to rise during the earlier stages of business 
expansion,” he says. 

“Long before the decline in economic 
activity at large, however, the number of 
companies with improving profits begins 
to diminish. The fall in the number con- 
tinues to the end of the expansion in busi- 
ness and on into the earlier stages of the 
following contraction. Long before eco- 
nomic activity revives, however, the num- 
ber of companies with growing profits 
again begins to increase.’’ 

Yet there was no consistent lead and no 
consistent lag between the turning point 
in aggregate profits and the turning point 
in business activity as a whole. They coin- 
cided in five instances. The turning point 
in aggregate profits preceded that in busi- 
ness by one quarter in 1921 and 1937 and 
by two quarters in 1932-33. The former 
followed the latter by one quarter in 1929. 

In three of four business expansions 
which took place between 1920 and 1938, 
the peak in the percentage of companies 
with increasing profits ushered in a period 
of less rapid growth in the aggregate profits 
of all companies studied. Similarly, in three 
of the four periods of business contrac- 
tion, the trough in the percentage of com- 
panies with increasing profits was fol- 
lowed by a less rapid decline in the 
aggregate profits of all companies. 





Mr. Hultgren says the sequence of 
events is about what the late Wesley C. 
Mitchell, former Director of Research of 
the National Bureau, had surmised in 
1913, in his monumental work on Busi- 
ness Cycles. 

Mr. Hultgren examines at length the 
possibility of using his approach for fore- 
casting business conditions.* He concludes 
that changes in the percentage of com- 
panies with rising profits do not forecast 
business conditions with ‘respectable pre- 
cision. 

“But people who are obliged to make 
decisions in which the prospective course 
of business is a factor might nevertheless 
weigh information of this character to- 
gether with other information,’ he says. 

“Further research, too, may yield an ex- 
planation of variations in the length of 
lead. If it does, the forecasting or identi- 
fying value of data on the distribution of 
changes in profits among companies will 
be enhanced.” 

There was no consistent difference in 
the experience of companies which pri- 
marily are producers of durable goods and 
that of those which are producers of non- 
durable goods, Mr. Hultgren reports. In 
some cycles producers of durables had 
earlier turns than producers of nondura- 
bles, but in other cycles it was the latter 
who had the earlier turns. 

Mr. Hultgren derived his findings from 
an analysis of quarterly data on profits of 
individual companies compiled by the Na- 
tional City Bank of New York (and some 
additional data compiled by Harold Barger) 
from profit and loss statements reported by 
The Commercial and Financial Chronicle 
and Moody's Investors Service. 


*Refer to “Business Forecasting’ published 
by the Controllership Foundation, Inc., New 
York. 1950. $5.00. This is a survey of practices 
and methods of 38 companies. 


Meeting the Challenge 


of Pension Plans 

Since the Supreme Court of the United 
States refused to review a decision of the 
Circuit Court of Appeals of Chicago, up- 
holding the Labor Relations Board in re- 
quiring the Inland Steel Company to 
bargain with the United Automobile 
Workers on the subject of pensions in 
good faith, it has become impossible for 
an employer to brush off a demand by a 
union for pensions with a negative state 
ment and refuse to discuss it further. 

This also means, according to N. M 
Gottesmann, New York labor attorney 
and pension consultant, that a pension 
plan cannot be unilaterally established un- 
less ‘‘cleared’” with the union. However, 
the employer who has a good economic 
reason for not wanting to accede to a un 
ion’s demand for a pension plan is free 
under the law, to adhere to his position, so 


long as he explains his reasons to the union 
and co-operates with it in every way in 
order to reconcile the existing differences 
in Opinion. 

As a practical matter, Mr. Gottesmann 
told a recent conference of the Labor Re- 
lations Institute, the employer who is 
dead set against pensions is likely to be 
concerned more with the economic aspects 
of the problem than with the legal aspects, 
in that the disposition of the pension ques- 
tion will depend on the willingness of the 
employer to accept a strike situation rather 
than to concede on the pension issue. It is 
thus clear, he said, that where the pension 
issue rests on the dollar and cents i" 
would be and should be fought out on the 


AaSIS, it 


same lines as any other economic demand 
by a labor union. 

It is true, he continued, that most of 
the unions’ demands on the pension issue 
to the bellwether of the steel, auto, and 
other industries were practically on a “take 
it or leave it’ basis, yet the same unions 
will, in his opinion, (and have in several 
instances to date) accept much less in the 
way of pensions from employers who can 
prove they are not in a position to support 
the original pension demand. This conces- 
sion on the part of a labor union is indica- 
tive of their desire to have pensions set up 
in amanner permitting the employer to sup- 
port the same over a long period of time. 


watchdog! 


Many of a controller’s manifold duties come under this 
heading. And that gives us a lot in common because the 
specialized service we render does much to guard our cus- 
tomers against loss and waste. In the matter of corporate 
financing especially, we watch out for our customers’ inter- 
ests as a dependable watchdog should. 


A tip-top watchdog gets that way through training and 
experience. Our training and experience cover over 35 
years of meeting the complex financial printing require- 
ments of many of the country’s best known corporations, 
law firms and investment houses. 


These customers have all benefited from the fact that 
our training and experience enable us to anticipate their 
difficulties and thus avoid delays that could be costly to 
them; to warn against steps that could be extremely waste- 
ful; to signal the approach of danger points when tight 
schedules are being met; to produce correct answers to 
problems that could seriously handicap their plans; to 
protect them with superior facilities capable of coping 
with any and ail emergencies. 


Have you the need of such a watchdog? 


* 
L in¢co i WB financial printers 


NEW YORK (6): 130 Cedar Street * WOrth 4-3760 
CHICAGO (5): 732 Sherman Street * WAbash 2-400! 


Registration statements and prospectuses, S.E.C. reports, 1.C.C. ap- 
plications, indentures, stockholder reports, proxy statements, plans 


) 
f recapitalization and related corporate and financial printing 





Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


RoBErT D. Martin, assistant vice pres- 
ident of New York Steam Corporation, 
subsidiary of the Consolidated Edison 
Company of New York, Inc., was recently 
elected vice president. 

Mr. Martin has been a director of the 
corporation since 1943. He joined the 
Steam Corporation as an inspecting en- 
gineer in 1927. 


EpGAR R. CoppINGTON (#4579-1949) 
assistant secretary-treasurer of Sayles 
Finishing Plants, Inc. of Saylesville, R. I. 
was recently elected controller of Sayles 
Biltmore Bleacheries, Inc., Biltmore, 
N. C. Mr. Coddington was elected a di- 
rector of the Boston Control of the Con- 
trollers Institute at its May meeting. 


Mack BLAUuSTEIN has been appointed 
comptroller of Grayson-Robinson Stores, 
Inc. of New York. 


N. R. AsHcrort (#1844-1941) has 
accepted the position of comptroller of 
the New Jersey 
Turnpike Au- 
thority, Trenton, 
N. J. Mr. Ash- 
croft previously 
held the position 
of vice president 
et Scott & 
Bowne, Bloom- 
field, N. J. The 
New Jersey 
Turnpike Au- 
thority is a pri- 
vately financed 
body established by special act of the New 
New Jersey Legislature. The Turnpike 
will run 118 miles from a point at Route 
6 in New Jersey, approximately three 
miles west of the George Washington 
Bridge, to the Delaware River, and will 
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be an important link in a cross-country 
system of toll roads either now existent, 
under construction, or projected. It is ex- 
pected to be open to traffic in November, 
1951. 

Mr. Ashcroft has contributed articles 
to THE CONTROLLER, his latest entitled 
“As Competition Intensifies, Consider the 
Western Hemisphere Trade Corporation” 
appeared in the July 1949 issue. 


JOsEPH V. Miccio (#4068-1947 ), treas- 
urer of Aircooled Motors, Inc., Syracuse, 
N. Y., assumed the position of controller 
with the Curtiss-Wright Corporation, Co- 
jumbus, Ohio, on July 1. 


P. DRUMMOND WILSON (#4511-1949) 
has been appointed secretary of Alumi- 
num Securities Ltd., Montreal. Mr. Wil- 
son formerly served as assistant treasurer 
of Aluminum Company of Canada, Ltd. 
and from 1936-40 was secretary-treasurer 
and director of Schick Shaver Ltd. 


JOHN H. Bossert (#3554-1946), form- 
erly with the Indian Motocycle Company, 
Springfield, Mass., has joined Dictaphone 
Corporation, Bridgeport, Conn., as inter- 
nal auditor. 


Morris B. CHESNEY (#1949-1941), 
formerly controller of the Colonial Radio 
Corporation, Buffalo, N. Y., is now con- 
sultant with Booz, Allen & Hamilton, 
New York management consultants. 


Victor C. THALLER, comptroller and 
treasurer of G. P. Putnam’s Sons, New 
York, has been elected a director of the 
company. 


S. B. KINGHAM (#2806-1943), comp- 
troller of National Tube Co., Pittsburgh, 
Pa., has been named assistant comptroller 
of United States Steel Corp. of Delaware, 
a subsidiary of U.S. Steel Corporation. 


James C. ANDERSON (#1524-1939), 
comptroller of the Standard Oil Company 
of New Jersey, New York, recently ac- 
cepted appoint- 
ment as presi- 
dent of the 
Board of Recre- 
ation and Parks 
of the City of 
Baltimore, Mary- 
land. A native 
Baltimorean, Mr. 
Anderson, whose 
offices are in New 
York, maintains . 
his home in Bal- MR. ANDERSON 
timore. Mr. Anderson is a national di- 
rector of the Controllers Institute of 
America and a trustee of Controllership 
Foundation, Inc. He is also a member of 
the panel of executives advising the Army 
Comptroller. 





Liste W. ADKINS (#1717-1940) has 
been appointed General Controller for the 
Crosley and 
Amerian Central 
Divisions of 
Avco Manufac- 
turing Corpora- 
tion. Mr. Adkins 
was formerly 
controller for 
Crosley before 
going into busi- 
nessin New 
York. A past 
president of the 
Cincinnati Control of the Controllers In- 
stitute, Mr. Adkins is now completing a 
three-year term as a national director and 
has represented the Controllers Institute 
since 1946 on the Advisory Council on 
Federal Reports. In his new position Mr 
Adkins will be responsible for controller- 
ship functions in connection with Crosley 
plants in Cincinnatt, Ohio; Richmond, 
Indiana; Carrollton, Kentucky; Nashville 
Tennessee; as well as the American Cen- 
tral plant in Connersville, Indiana. 


MR. ADKINS 


FRANK Borst (#4266-1948), assistant 
controller of Phillips-Jones Corp., New 
York, has succeeded E. J. Bushing (#2394- 
1943), treasurer-controller who resigned, 
as controller. 

J. HowaRD 
WHITE (#1741- 
1940), vice pres- 
ident and con- 
troller of Shell 
Oil Company, 
New York, was 
recent ly 
by the board of 
trustees of Con- 
trollership Foun- 
dation, Inc., 
New York, to 
the newly created post of controller of the 
Foundation. 


WILLIAM B. PLATE (#3892-1947) for- 
merly with Shenango Pottery Company, 
New Castle, Penn., recently became vice 
president of Castleton China, Inc. of New 


York 


A. G. MCLEAN (#3007-1944), form- 
erly president of Aberdeen Automatic 
Heat Co., Seattle, Wash., is now affiliated 
with Washington Creamery Company, 
also Seattle. 


elected 


MR. WHITE 


RAYMOND W. BRUNK (#3818-1946) 
has joined Dinner Bell Foods, St. Louis, 
Mo. Mr. Brunk was formerly controlle: 
of J. B. Beaird Co., Inc. of Shreveport, 
La 


THOMAS F. QUINLAN has been ap- 
pointed works comptroller of the Worth- 
ington Pump and Machinery Corporation, 
Harrison, N. J., to succeed the late Wil- 
bur H. Stacy. Mr. Quinlan joined Worth- 
ington in 1934 


W. S. McMENEMY (#1035-1937) vice 
president of Mark Cross Co., New York, 
was recently named executive vice presi- 
dent in charge of operations. Mr. Mc- 
Menemy, prior to joining Mark Cross, 
served as treasurer of Schick, Inc., Stam- 
ford, Conn. 


G. L. TOWNSAN (#4848-1950) assis- 
tant secretary of American Republics Cor- 
poration, Houston, Texas, has been ap- 
pointed controller. Mr. Townsan has been 
in the service of his corporation for 28 
years. 

RuSSELL HOBERT (#2521-1943) is now 
controller and operations manager of Ad- 
miral Corporation New York Distribut- 
ing Division, 
Inc., New York. 
Mr. Hobert came 
to Admiral Cor- 
poration from 
Bach Corpora- 
tion, New York, 
where he was 
treasurer and as- 
Sistant secretary. 
He served as con- 
troller (1942- 
49) with Manu- 
facturers Machinery & Tool Co., Inc., Mt 
Vernon, N. Y., Union Bag & Paper Corp., 
New York (1941-42) and Underwood 
Corporation, New York (1926-41). He 


MR. HOBERT 


started his career as Junior Accountant 


with General Electric Company, Bridge 
port, Conn., in 1922. 


CHARLES J. KINNEY (#2867-1944), 
general auditor and assistant secretary 
of American Export Lines, Inc., New 
York, has been elected secretary-treasurer 
to succeed H. M. GILLespiE who retired 
on July 15 after 48 years in shipping. 
Mr. Kinney was appointed controller 
last year. He joined the company in 1929 
as chief accountant after service with the 
United Fruit Company starting in 1913. 
Before that he was with Pendleton Broth- 
rs, one of the country’s oldest shipping 
companies. 


WARREN H. KELLER (#2272-1942) is 
now general manager of Oval & Koster 
Division of Messenger Corporation, In- 
dianapolis. Mr. Keller was formerly con- 
troller of United Light & Power Co., Chi- 
cago. 


HuGH R. MACKENZIE, formerly con- 
troller of Spiegel, Inc., Chicago, has been 
named executive vice president and treas- 
urer of the Society for Visual Education, 
Inc., Chicago. 


Water E. SHIELDS (#2796-1943), 
formerly secretary-treasurer of Audio 
Products Corp., Burbank, Calif., has been 
appointed director of Costs and Budgets 
of the Norge Division of the Borg-War- 
ner Corporation, Chicago. 


JAMES F. Howarpb (#965-1937), vice 
| and secretary of Nationa! En- 
ameling & Stamping Co., Milwaukee, 
Wis., was recently given the added re- 
sponsibility of financial vice president 


president 





Capital and Labor today are writing 
a new pension plan into one out of 
every eight contracts they sign. 





of competent pension advice. 





Whether you are facing a pension 
problem for the first time, or will be 
confronted with one later on, or simply 
want to be sure that your present plan 
is fully adequate, you will find our new 
pension booklet extremely helpful as a guide to the selection 


Write or telephone our nearest office today for your own free 
copy of “How to be Sure of Having the Best Pension Plan." 
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AusTIN E. COLE (#2519-1943) has 
been elected 
treasurer of 
Illinois Tool 


OU WRETHE REALREASON FOR [af Works, Chi 


ate of North- 
western Univer- 


v 
FRIDEN'S ae 
: joined Illinois 


Tool Works in 
1936. Prior to 
that time, he 
was associated 
with Fairbanks, Morse and Co., Chicago. 





MR. COLE 











L. G. HILLs (#1509-1939) is now pres- 
ident of L. G. Hills & Associates, Mont- 
gomery, Alabama. Mr. Hills for many 
years was vice president and controller 
of RCA Communications, Inc., New 
York, and for the past three years has 
assisted various State Commissions in 
the handling of rate cases. His newly- 
ag & established company will serve utility 
ott companies in matters involving appear- 
ances before Regulatory Bodies. 




















MaTH W. THERNES (#498-1935), vice 
president of the Ohio Public Service Co., 
Cleveland, Ohio, has joined Ohio Edison 
Company, Akron, Ohio, as treasurer. 

Mr. Thernes has long been active in the 
Cleveland Control of the Controllers In- 
stitute, being one of the charter members, 
having served as the Control's second 
president and, during the past year, as 
chairman of its Opportunities Committee. 











CHARLES B. Witt (#4913-1950) has 
resigned as controller and assistant treas- 
urer of R. H. White Corporation, Boston, 
Mass., and is now in Central Systems and 
Policies, Ford Motors Company, Dear- 
born, Michigan. 
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president of the 
Rochester Control of the Controllers In- 
stitute of America, as well as the local 
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Priden Mechanical and Instructional Service is available in approximately 250 = ’ pages asthus 
Cost Accountants. He served as chairman 
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J. Brooks HECKERT, associate profes- 
sor of Accounting at Ohio State Univer- 
sity, was recently awarded the Lybrand 
Award Silver Medal at the annual Na- 
tional Association of Cost Accountants’ 
cost conference and in June Simpson Col- 
lege of Iowa awarded the honorary degree 
of Doctor of Laws to him at the college 
commencement exercises in Indianola, 
Iowa. S. D. FLINN, works auditor of Car- 
negie-Illinois Steel Corporation, Chicago, 
was awarded the Lybrand Award Gold 
Medal. 


ERNEST J. Howe has been named con- 
troller of Rochester Gas & Electric Corp., 
Rochester, N. Y. as well as vice president 
in charge of operations. 


HENRY C. BUEHLER (#4610-1949), 
controller of Kyle & Company, Fresno, 
Calif., has become auditor of Joseph 
Mangnin Co., San Francisco. 


RALPH H. SMITH (#3947-1947), con- 
troller of the Cleveland Electric Ulumi- 
nating Company, Cleveland, Ohio, is serv- 
ing as chairman Parade 
of the Account- 


ing Division Ex- eh Wi 4é YO U S FE 
ecutive Commit- 4 aan + 


a of se Edison “ a eay * ” 

slectric Institute. 
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of its Opportunities Committee. 
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Douc.ass C. Coupe (#3721-1946) of for future reference. 
Sibley, Lindsay & Curr Company, Roch- Controllers everywhere are finding that the Printing 
ester, N. Y., has been elected vice pres- Ciclietinhne eneeen tadaaanai dh . typ 
. c é é Sé > rte 
ident and treasurer of that store. He re- be ney through greater hgure 
production. In addition to PRINTED PROOF you get: 


tains the title of controller as well. Affil- 
iated with Sibley’s since 1946, Mr. Coupe 
was C.P.A. with Price, Waterhouse & 
Company, New York, prior to military 
service 1943-46. He served as treasurer of economical figuring unit. 
he hester Control of Controllers In- ; : 
ne Rac onan ol Compare it with your present figuring equipment 
stitute during the past year. 

and see the difference. 


automatic division and direct multiplication, lightning 
fast addition and subtraction — all the features of the 
most modern calculator and adding machine in one 


WittiAM B. McCCLosKey, (#3237- 

1944) controller of the Davison Chemi- 
cal Corp., Bal- 
timore, was 
elected president 
of the National 
Association of 
Cost Account ‘ ee 
ants at its re- Supplies Division, Room 1622, 
cent annual 315 Fourth Avenue, New York 10, N. Y. 
meeting. Elected 
as vice presidents 
were THOMAS A. 
DUNBAR, 

MR. McCLOSKEY (#1178-1938) )] Send FREE copy of informative 
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Caterpillar Tractor Co., Peoria, IIl.; 
PALMER W. HANCOCK, comptroller of the 
Owens-Illinois Glass Co., Toledo, Ohio; 
J. Brooks HECKERT, associate professor 
of accounting of Ohio State University, 
Columbus, Ohio; Jesse G. Kune, chief 
accountant, The Atlantic Refining Co., 
Philadelphia; GeorGce L. Noue, partner 
of O. F. Taylor and Co., New York; JOHN 
PUGSLEY, (#2274-1942) controller of Ten- 
nessee Coal, Iron & Railroad Co., Birming- 
ham, Ala.; and HAROLD W. Scott, resi- 
dent partner of Haskins & Sells, Detroit. 
Puitip J. WARNER, president of the Ron- 
ald Press Co., New York, was reelected 
treasurer, in which capacity he has served 
since 1933. 

Directors are CASPER B. APPLE, partner 
of Haskins & Sells, Newark; RicHarp N. 
CarR, assistant secretary and production 
manager of the Davol Rubber Co., Provi- 
dence; MAYNARD F. Carter, (#1017- 
1937) comptroller, secretary and director 
of Worcester Pressed Steel Co., Worcester, 
Mass.; Cecit L. CLARK, (#2396-1943) 
secretary and treasurer of the Sangamo 
Electric Co., Springfield, Ill.; Cart Dan- 
NENFELSER, material control supervisor of 
Consolidated Vultee Aircraft Corp., Ft 
Worth, Texas; GEORGE P. DOERING, chief 
accounting officer of the Denver Sewer 
Pipe & Clay Co., Denver; JOHN L. FAva- 
LORO, partner of Robert & Favaloro, New 
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Orleans; MERWIN M. HARGROVE, dean of 
the College of Business Administration of 
the University of Tulsa, Tulsa, Okla.; 
CHARLES E. HEADLEE, (#4052-1947) con- 
troller, Westinghouse Electric Corp., Pitts- 
burgh. 

Also elected directors were ROBERT J 
JONES, treasurer of Crouse-Hinds Co., 
Syracuse, N. Y.; RAYMOND G. LOCHIEL, 
(#1630-1940) vice president, treasurer and 
a director of Capitol Airlines Inc., Wash- 
ington; C. SAMUEL McEwan, partner of 
McEwan & Kauffman, Grand Rapids, 
Mich. ; LEONARD PARK, partner with Peat, 
Marwick, Mitchell & Co., Cleveland; 
RALPH E, Quick, (#4382-1948) comp- 
troller, Brown & Williamson Tobacco 
Corp., Louisville, Ky.; LAWRENCE G. 
REGNER, (#958-1937) secretary of Briggs 
& Stratton Corp., Milwaukee; CLESSON A. 
ROGERS, secretary and a director of Kings- 
boro Silk Mills, Inc., Chattanooga, Tenn. ; 


BENEDICT M. SayRE, executive partner, 
Benedict M. Sayre & Co., Chicago; AR- 
THUR H. SMITH, assistant comptroller of 
General Mills, Inc., Minneapolis; SVEINN 
J. StorM, secretary and treasurer of the 
Collins Radio Co., Cedar Rapids, Iowa; 
F. SAUL STUMP, treasurer and director of 
Wilson Products, Inc., Reading, Pa.; and 
WALTER A. WEED, chief accountant, Yale 
& Towne Manufacturing Co., Stamford, 
Conn, 

Directors reelected for another two-year 
term were G. HOWARD CHAPPELL, man- 
ager of the cost and payroll department of 
Buffalo Forge Co., Buffalo; MARSHALL 
GRANGER, senior partner of Marshall 
Granger & Co., New York; HERMAN C. 
HEISER, (#1732-1940) treasurer, secretary 
and a director of Crown Can Co., Philadel- 
phia; and Cart E. Linpquist, chief de- 
velopment accountant for Western Electric 
Co., New York. 





Obituary 





Harold D. Anderson (#190-1933), re- 
tired public utilities executive, sixty- 
three, died at his home in Chester, N. J., 
on June 23, 1950. 

Mr. Anderson former 
president, secretary and director of the 
American Gas and Electric Company, 
New York, and a director and vice pres- 
ident of all its subsidiary companies, but 
resigned from these posts because of ill- 
ness in July, 1949. He continued as a di- 
rector of the parent company until his 
death. 

Prior to joining American Gas and 
Electric Company in 1926 as assistant 
secretary and assistant treasurer, Mr. 
Anderson was comptroller for American 
Railways Company, New York, from 
1916-1926 


was a vice 


James Victor Hayes (#2541-1943), 57, 
secretary-treasurer of the Weston Bis 
cuit Company, Passaic, N. J., died sud- 
denly following a heart attack at his 
summer home at Highland Lakes on 
June 5, 1950 

Mr. Hayes joined the Weston Com- 
pany 17 years ago, coming from Steel's, 
a chain store in Toronto, Canada, where 
he was controller from 1925-1932 


George H. T. Engels (#367-1934), 
secretary-treasurer of the Thomas-Allec 
Cleaning Co., San Francisco, Calif., died 
following a stroke on July 4, 1950 at 
Letterman General Hospital. He was 62 

Mr. Engels served as chief auditor of 
the Market Street Railway Company for 
many years. He was active in the affairs 
of the San Francisco Control of the Con 
trollers Institute from its founding in 
1934 until he resigned in 1947 


Leonard C. Bernens (#704-1936), 59, 
secretary of the Andrew Jergens Com- 
pany, Cincinnati, Ohio, collapsed and 
died unexpectedly on the evening of 
July 1, 1950, when locking the front 
door of his home at 1059 Overlook 
Avenue, Price Hill. 

Mr. Bernens joined the Jergens Com- 
pany in 1910 as an office boy. He was 
appointed secretary and elected a mem- 
ber of the Board of Directors approx- 
imately 20 years ago. 


Winthrop P. Wilcox (#4819-1950), 
assistant controller of Farm Bureau In- 
surance Companies, Columbus, Ohio, 
was stricken with a heart attack while 
on a business trip to Boston and died 
on May 13, 1950. He was 58. 

Mr. Wilcox had served the Farm Bu- 
reau, the Co-op, and the Insurance Com- 
panies for more than 20 years, having 
joined the Ohio Farm Service Company 
as an auditor in 1929, acting as assistant 
treasurer, and last fall being appointed 
controller. 


Wilbur H. Stacy, comptroller at Har- 
rison (N. J.) Works, Worthington 
Pump and Machinery Corporation, died 
on June 23, 1950, after a long illness. 

Mr. Stacy was appointed chief cost ac 
countant for Deane Steam Pump Cor- 
poration, Holyoke, Mass., in 1907 
When that company merged with the 
International Steam Pump Corporation 
of Holyoke in 1916 to form Worthing- 
ton Pump and Machinery Corporation 
he became chief cost accountant at the 
new corporation's Holyoke plant. He 
was transferred to the Harrison Works 
as othce manager in 1933 and became 
comptroller in 1947, 





Advertising Ratio 
In the Future 


The future ratio of advertising expendi- 
tures to national income will remain well 
below what it was in the 1920's, and it may 
even drop lower than at present, according 
to Neil H. Borden, Professor of Advertis- 
ing at the Harvard Business School, in a 
recent issue of the Harvard Business Re- 
view. Nor does he believe that the rela- 
tively low ratio of advertising expendi- 
tures is an ill omen for the national econ- 
omy. 

Reviewing the fact that advertising ex- 
penditures are now only about 2% of the 
national income figures, whereas they were 
nearly 4% in the 1920's, Mr. Borden takes 
issue with those commentators who warn 
that the decreasing ratio portends a drop in 
the aggressiveness of business and in the 
drive for consumer purchases which are 
necessary in an expanding economy. 

If advertising expenditures had been at 
the 1929 rate, he claims, the recent adver- 
tising expenditure pool would have been 
some $8 billion rather than about $4.5 
billion. Surely, media businesses would 
have had a heyday, but the advertisers 
would have undoubtedly secured far less 
for their money. 

Predicting that television will become 
a profitable outlet for advertising, the au- 
thor nevertheless feels that this will not 
materially affect the future rate of adver- 
tising expenditure. Television's gains in 
revenue will probably come in large part 
by diversion of a share of the advertising 
pool from other media, he reasons. 

Summing up, Professor Borden says he 
does not anticipate a radical growth in the 
kinds and number of advertising media. 
Therefore, he concludes, the media should 
have plenty of revenue to be profitable, 
even though the advertising ratio should 
decline somewhat further from present 
levels. 


Better Profit Planning 
Urged for Newspapers 


Better profit planning and cost control 
systems for re were urged re- 
cently at a meeting of the American News- 
paper Publishers Association by Harold G 
Rogers of McKinsey & Co., New York. 

"The end objective is to plan ahead 
for a future profit that will give the owners 
a fair return on their investment and pro- 
vide security for the employes as a going 
business,” said Mr. Rogers. 
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Condensed Statement of 


Condition, June 30, 1950 


Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers . 
U. S. Government Obligations . 
Loans and Bills Purchased . . 


Publie Securities . . . 

Stock of Federal Reserve Bank 

Other Securities and Obligations . 

Credits Granted on Acceptances . 

Accrued Interest and Accounts 
Receivable . ..+ .- 

Real Estate Bonds and Sicieteaes i 


Bank Premises. . + © «© « 
Other Real Estate. . . . 


Total Resources 


- $ 569,365,278.04 
. 1,079,906,758.81 
° 982,767,056.62 


$ 61,464,029.09 


9,000,000.00 
26,43 1,867.56 
9,680,999.69 


8,275,345.91 
12,228,767.04 
127,081,009.29 
5,061,745.28 
16,777.40 
. $2,764,198,625.44 


LIABILITIES 


Castes oe oe ee 
Surplus Fund. . . - 
Undivided Profits. . . 
Total Capital Funds 
Deposits 
Foreign Funds Minnieid d 
Acceptances MEER ess 
Less: Own Acceptances Held for 
Investment . . . mote 


Dividend Payable July 15, 1950 

Items in Transit with _ 
Branches ‘ a 

Accounts Payable, Re eserve for 
Expenses, Taxes, ete. 


Total Liabilities . 


Securities carr 
fiduciary powers 


J. LUTHER CLEVELAND 
Chairman of the Board 


- $ 15,627,990.27 


ied at $120,698,431.43 in the 
to secure public money 


- $100,000,000.00 


200,000,000.00 
73,969,698.02 
- «+ « $ 373,969,698.02 
« « « 2,335,396,907.60 
. 150,000.00 


1,582,146.19 
$ 11,045,844.08 
3,000,000.00 


1,409,836.56 


39,226,339.18 
54,682,019.82 
- $2,764,198,625.44 


e Statement are pledged to quality to 


tired by law, and for other purpose 
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The Columbia Gas System, Ine 
f Davie Polk Wardwell 
Sunderland & Kiendl 
CHARLES E. DUNLAP President, 
Ber wind. hite Coal Mining Company 
GANO DUNN 
The J.G 
WALTER 8S. FRANKLIN Pres 


ne Pennsylvania Railroad ¢ 


President, 


. Dalton, Mase 


President, 


JOHN W. DAVIS 


President, 
White Engineering Corporation 


Member Federal 


LEWIS GAWTRY 
JOHN A. HARTFORD = Chairman of the Board, 
The Great Atlantic & Pacific Tea Cumpany 
CORNELIUS F. KELLEY Chairman of the Board, 
Anaconda Copper Mining Company 
MORRIS W. KELLOGG Chairman of the 

Board, The M. W. Kellogg Corn 

WILLIAM L. KLEITZ 
CHAKLES 8. MUNSON = Chairman of the Board, 
Air Reduction Company, Ine 
WILLIAM C. POTTER Retired 
GEHORGE E. ROOSEVELT — of Roosevelt & Son 
CARROL M. SHANKS President, 
The Prudential Insurance Company of America 
EUGENE W.STETSON Chairman, Executive 
Committee, Hinois Central Railroad Company 
THOMAS J. WATSON Chairman of the Board 
International Business Machines Corporation 
CHARLES E. WILSON President. 
General Electric Company 
ROBERT W. WOODRUFF Chairman, 


Executive Committee, The Coea-Cola Company 


President 


t Insurance Corporation 








Toronto Control Inaugurated 


CHARTER MEMBERS OF THE TORONTO CONTROL watch as 
Walter Mitchell, Jr., managing director of Controllers Institute 
of America, presents the charter to W. C. Thompson, temporary 
chairman of the Toronto Control. Left to right the men are: 


at 


Oil Comp 


Limited; Robert J. Mc 





John F. Kidner, comptroller, C 


Ginley, comptroller, Procter & Gamble of Canada Limited; Peter G. Kingsburgh, 
comptroller, Upper Lakes & St. Lawrence Transportation Co. Limited; Harry J. 
Way, comptroller, S. S. Kresge Co. Limited; Walter Mitchell, Jr., managing di- 
rector of Controllers Institute of America, Headquarters New York; W. C. 
Thompson, vice president, Terminal! Warehouses Limited; George F. Plummer, 
secretary-treasurer, Dunlop Tire and Rubber Goods Co. Limited; F. E. Armstrong, 
secretary-treasurer, The Kendall Co. (Canada) Limited; James R. Wright, treas- 
vrer, Argus Corporation Limited; Harry Reed, comptroller, International Busi- 
ness Machines Co. Limited. George A. Scrimger, treasurer, Maple Leaf Milling 
Co. Limited, also a charter member, was unable to attend the dinner meeting. 


r A DINNER MEETING in the University 
Club of Toronto on the evening of 
Monday, June 26, 1950, the new Toronto 
Control of the Institute of 
America was officially organized. This is 
the third Canadian Control to be formed 
Montreal received its charter in January 
1949 and Hamilton in February 1949. 
The temporary chairman, William C. 
Thompson, received the charter for the 
Toronto Control from Walter Mitchell, 
Jr., managing director of Controllers In- 
stitute of America, acting as deputy for na- 
tional president Wm Herbert Carr, who 
had hoped to make the presentation but 


back to the West 


Controllers 


was suddenly called 
Coast 

William L. Clark of Buffalo, National 
vice prcsident for Region IV, principal 
speaker of the evening, gave the Toronto 
members an inspiration and a keynote for 
their program and future cooperation with 
other Canadian Controls. He noted that 
no one is in a better position than the con 
troller to point out the fallacies of social 
ism and other that just don't 
work. He pointed out that with conclusive 
evidence at hand of the failure of the 
labor government in Britain, the 


scnemes 


socialistic 


THE CONTROLLER 


right leadership in Canada had a good 
chance to prevent further drift toward 
stagnation and disaster. Admitting that the 
controllers cannot be entirely responsible 
for business leadership, he called upon the 
Toronto Control and its sister Controls 
in Canada to take their part in the fields of 
taxation, government regulation and gov- 
ernment procurement. He assured the 
members that better cooperation can and 
should be established between business 
and government; and that better govern- 
ment methods can save money tor taxpay 
ers. 

Mr. Mitchell in his talk emphasized the 
privileges and responsibilities of the local 
Control. The Institute member who is 
able to attend Control meetings frequently 
gets far more from his membership than 
the member who is limited to the ideas and 
stimulation he may obtain solely from An 
nual Meetings, Spring Conferences, and 
the reading of publications. He discussed 
the responsibilities of the Control (a) to 
its members, (b) to education, (c) to gov 
ernment. These included the interchange 
of information through local meetings and 
through the work of local Control commit 


tees ; the development of tomorrow's talent 
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for the ‘figure function” of business by 
improving the training available through 
collegiate schools of business; and lastly 
the willingness to give advice and service 
to government as well as to ask for changes 
in laws and regulations. He quoted in- 
stances of the help given by the members 
of the Controllers Institute to the U. S. 
Army, Air Force, Comptroller General's 
Office and the Hoover Commission in the 
development of better business methods 
for the Federal Government; and by other 
Institute members in the development of 
similar improvements for various state and 
municipal governments. 

Words of greeting were read from the 
Hamilton Control by Stanley Le Brocq, in- 
coming president, and from the Buffalo 
Control by Dave Devine, outgoing presi- 
dent. In addition, numerous telegrams and 
letters from various national officers of the 
Institute and officers of neighboring Con- 
trols were read by Mr. Thompson. 


(PICTURE ON FACING PAGE) 


Those who attended the charter dinner 
meeting were (seated—left to right): 


F. E. Armstrong, secretary-treasurer, The Kendall 
Co. (Canada) Limited; R. J. McGinley, comptroller, 
Procter & Gamble of Canada Limited; P. G. Kings- 
burgh, comptroller, Upper Lakes & St. Lawrence 
Transportation Co. Limited; W. C. Thompson, vice 
president, Terminal Warehouses Limited and tempo- 
rary chairman, Toronto Control; J. R. Wright, treas- 
urer, Argus Corporation Limited; H. J. Way, comp- 
troller, S. S. Kresge Co. Limited; and G. F. Plummer, 
secretary-treasurer, Dunlop Tire & Rubber Goods 
Limited. 


(First row standing—left to right): 


H. A. E. Alexander, vice president, General Foods 
Limited; N. B. Gerry, comptroller, Moore Corporation 
Limited; J. M. Turnbull, assistant controller, British 
American Oil; F. Tancock, secretary-treasurer, John 
A. Lang & Sons Limited, Kitchener, Ontario; H. Reed, 
comptroller, 1.B.M. Co. Limited; S. E. Le Brocq, comp- 
troller, The Steel Co. of Canada Limited, Hamilton, 
Ontario, and president of Hamilton Control; T. E. 
Siegerman, comptroller, The Ontario Paper Co. Lim- 
ited, Thorold, Ontario; W. Markle, comptroller, Un- 
derwood Limited; M. S. Sutherland, controller, Bur- 
lington Steel Co. Limited, Hamilton; Walter Mitchell, 
Jr., Managing Director, Controllers Institute of 
America, New York Headquarters; and W. L. Clark, 
treasurer, Buffalo Electric Co., Inc., Buffalo, N. Y. 
and director and vice president of Controllers In- 
stitute of America (Region 4). 


(Second row standing—left to right): 


R. D. Sutherland, assistant comptroller, Moore 
Corporation Limited; J. M. Williams, comptroller, 
Goodyear Tire & Rubber Co.; Walter Lane, commer- 
cial director, Lever Bros.; Frank Stanley, secretary- 
treasurer, Trinidad Leaseholds; Charles Jackson, 
comptroller, Coca-Cola Co. of Canada Limited; J. H. 
Spence, comptroller, Imperial Oil Limited; J. F. Kid- 
ner, comptroller, C di oil C Limited; 
D. R. Gormley, treasurer, C di M 9 t 
Co. Limited; C. E. Hipp, comptroller, Canadian Gen- 
eral Electric Co. Limited; C. J. Millar, comptroller, 
International Petroleum Co. Limited; H. L. Slater, 
vice president and treasurer, Canadian Food Prod- 
ucts Limited, Hamilton; E. R. O'Kelly, secretary-treas- 
urer, Automatic Electric (Canada) Limited; D. F. De- 
vine, comptroller, Bell Aircraft Corporation, Buffalo, 
and president Buffalo Control; R. Wilkinson, comp- 
troller, The Robert Simpson Co. Limited; N. F. Huber, 
comptroller, M. Wile & Company, Inc., Buffalo; 
J. G. McKnight, comptroller, Shirriff's Limited; E. Gar- 
side, comptroller, N. Slater Company Limited, Ham- 
ilton; J. Reed, comptroller, Standard Paving and 
Materials Limited; H. L. Gebike, secretary-treasurer, 
Electric Refractories & Alloys Corporation, Buffalo. 











Industry Conferences to Be Featured 
at Controllers Institute Annual Meeting 


Highlighting the Tuesday afternoon 
portion ot the 19th Annual Meeting of the 
Controllers Institute of America—sched- 
uled for Chicago at the Edgewater Beach 
Hotel on September 17-20—there will be 
sixteen Industry Conferences, according 
to a recent joint announcement by Gordon 
B. Rockafellow, Program Chairman for 
the Annual Meeting, and Henry F. 
Chadeayne, general chairman of the In- 
dustry Conferences. 

It was also announced that an innova- 
tion in the form of an ‘Honor’ Conference 
will be developed this year; the program 
for this Conference will be arranged so 
that it has broad interest not only for con- 
trollers and financial officers of corpora- 
tions in the particular field covered by the 
Conference, but also for all others attend- 
ing the Annual Meeting who are not 
“covered” by a conference in their field. 

The Machinery Conference has been 
designated as this year's “Honor Con- 
ference and a special program is now being 
developed by Conference Chairman S. M. 
Steinko, controller and assistant secretary, 
Whiting Corporation, Harvey, Illinois and 
Vice Chairman W. A. Neumann, Jr., con- 
troller, De Laval Steam Turbine Company, 
Trenton, New Jersey. Details of this pro- 
gram will be announced shortly. 

The other Industry Conferences will in- 
clude the following: 


Banking and Investment Group: 
Chairman—O. T. Jones, American Trust 
Company, San Francisco. 


Chemical, Paint and Allied Industries: 
Chairman—Edwards Tubbs, International 
Minerals & Chemical Corp., Chicago. 


Drugs, Cosmetics & Soap: 
Chairman—Harry R. Lange, Cutter Lab- 
oratories, Berkeley, California. 


| 


Electrical Manufacturing: 
Chairman—Ar.hur W. Shuman, A. O 
Smith Corporation, Los Angeles. 


Fire-Casualty lsurance: 
Chairman—Herbert F. Walton, Allstate 
Insurance Company, Chicago 


Foods and Beverages: 
Chairman—Wayne C. Marks, General 
Foods Corporation, New York 


Life Insurance: 
Chairman—Charles B. Lunsford, Equi 
table Life Assurance Society, New York 


Metals Manufacturing: 
Chairman—Russell L. Peters, Inland Steel 
Company, Chicago 


Mining and Extractive: 
Chairman—J. R. Mulvey, Humble Oil and 
Refining Company, Houston. 


Paper Products: 
Chairman—Ralph B. Knott, Fibreboard 
Products, Inc., San Francisco. 


Printing, Publishing and Allied Industries 
Chairman—Frank O. Grasshoff, Journal 
Herald Publishing Company, Dayton 


Public Utilities 
Chairman—R. L. McVey, Tennessee Gas 
Transmission (¢ ompany, Houston 


Retailing: 
Chairman—Guy S. Everett, Western Tire 
Auto Stores, Inc., Cicero, Illinois 


Textiles 
Chairman—Stellan C. Wollmar, William 
Iselin & Company, Inc., New York 


Transportation Equipment: 
Chairman—L. T. Noel, Solar Aircraft 
Company, San Diego. 

















FORGETTING 
MADE 
DIFFICULT 


c forget the differ- 
ence between replace- 
ment and original cost 
in planning for the 
future, can be serious. 
An ever visible “Re- 
placement Reserve” 
maintained by apprais- 
al, makes forgetting 
more difficult. 


The AMERICAN 
APPRAISAL 
Company 
Over Fifty Years of Service 


OFFICES IN PRINCIPAL CITIES 


























The charter meeting of the Toronto Control included 10 of the original 11 petitioners for the Control 


(see list of names on page 382) 




















ET us do that repetitive payroll work for 
you the modern, streamlined way— 
designed high-speed 
tabulating machines 


—on our specially 


alphabetic and numeric 


We do complicated payroll registers and 
other payroll data in much less time than is 
required by a normally competent staff—and 
you save money since you pay us only on the 


basis of the actual machine time used! 


you can forget about costly 
about getting the payroll 
about government reports! 


From now on, 
payroll errors 
out on time 


We'll prepare all your forms, even unsigned 


Find out how much 


YOUR FIRM 
CAN SAVE... 


. .. by having your payroll records 
prepared the modern, efficient way! 


checks if you desire. All work is confidential— 
and checked by bank standards. 

| Pressing ; 
modern Payroll Sernce 


amen ot ees Oe es | 


Send for this 


abel FREE 


y informative 


or } 


brochure now! 


services: Let us tabulate 
inventories, 


Other tabulation 
your sales, orders, prices, costs, 
vouchers, special reports and other statistics— 
just as we have been doing for many of 
America’s leading firms for half a century. 
Write to 


Recording and Statistical Corporation 


CHICAGO + BOSTON - 


DETROIT * 


MONTREAL TORONTO 


100 Sixth Avenue, New York 13, N. Y. 











Has Our Company's 
INSURANCE PROGRAM 


Been Modernized? 


Because of the many changes affecting all forms of insur- 
ance in recent years, most buyers of business insurance 


realize that their coverages need to be improved and ex- 


cessive costs reduced. 


A Jamison Survey and Audit will modernize your Insur- 
ance program and should help in reducing costs. Savings 


were 10% to 37% on our last eight audits. 


HERBERT L. JAMISON & CO. 


INSURANCE SURVEYS 
ELEVEN FULTON STREET - NEW YORK 


ONI 


{ND AUDITS 








Real Wages 

The average employe’s real hourly wages 
will double in about 30 years if production 
per manhour continues to rise at the same 
average rate as in the past. This prospect 
was held out by the Research and Policy 
Committee of the Committee for Economic 
Development (CED) recently in a state- 
ment on national policy entitled ‘How to 
Raise Real Wages.” 

The committee's 8500-word analysis of 
past progress and future prospects of rais- 
ing the American worker's standard of liv- 
ing was released by CED’s new Chairman, 
Marion B. Folsom, treasurer and director 
of Eastman Kodak Co., and William A 
Patterson, chairman of the subcommittee 
which drafted the statement and president 
of United Air Lines. 

Pointing out that ‘real wages are what 
money wages can buy,” the committee 
noted that ‘the problem of raising the 
standard of living of wage earners is pri- 
marily one of raising real wages.” 

“In the last 50 years real wages per hour 
in the United States have increased more 
than threefold. Today the average employe 
receives about $1.33 an hour. Back in 1900 
the average was about 43 cents an hour in 
terms of 1949 prices. This represents an 
increase of approximately 2.5 per cent per 
manhour per year,’ the committee said. 
‘Allowing for changes in prices, an hour’s 
work of an average employe today can buy 
more than three times as much in goods and 
services as an hour of work 50 years ago.” 

“Success in raising real wages is in the 
main a matter of increasing output per 
manhour. It is also a matter of keeping 
people steadily at work,’ the CED Re- 
search and Policy Committee said, in sum- 
marizing its conclusions. The outlook is 
good, it added, but “future advances will 
not be rapid unless we have many impor- 
tant scientific discoveries, good manage- 
ment in industry and wise public policies.” 


U. S. Taxes: Spur to Monopoly 

At the very time the Department of 
Justice is attacking monopoly, the Federal 
tax system specifically encourages concen- 
tration and monopoly, Gustave Simons, 
attorney and tax specialist, told the Tax 
Institute recently. 

Between 1919 and 1947, gross capital 
formation in this country was about $770 
billion, of which 34 per cent came from 
current business savings, 15 per cent from 
bank credit, 6 per cent from residential 
mortgages, 42 per cent in government and 
corporate bonds, 1.2 per cent in preferred 
stock and only 2 per cent in the form of 
common stock, Mr. Simons stated. 

Some of the last class was in established 
ventures and very little in the form of risk 
capital, he said. Most of the financing came 
from within existing corporations and the 
progressive concentration of economic 
power is thus illustrated, Mr. Simons 
pointed out, 
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Theyre breaking down the figures now” 


MECHANICAL BRAINS, run by a 
squad of trained operators, can 
whizz through figures in nothing 
flat, compile facts for vital man- 
agement reports clickety-split... 
but often they do it the hard way 

As more and more executives 
are beginning to realize, there are 
often easier, thriftier ways to solve 
their problems. 

Many a company requires 
merely some effective aid for its 
current personnel, some system 


This is the magic McBee Keysort card. 
With your present personnel, without costly in- 
stallations, McBee Keysort provides you with 


that keeps figures, and relates them, 
on a day-to-day basis, to lick ac- 
counting problems. 

McBee Keysort, for example, en- 
ables the people now in your em- 
ploy .. . people who know your 
business, your customers, your 
policies . . . to handle practically 
any tabulating job. 

Simple, inexpensive, flexible 
McBee methods and machines 
like Keysort 


figures at less cost, with less fussing 


provide necessary 


accurate and useful management controls at 
less cost than any other system, When notched, 
the pre-coded holes along the edges make this 


card mechanically articulate. They make it easy 
to collect a wealth of data...classify it... file 
it... find it... use it... quickly and accurately. 


and fuming, with less noise... and 
when you want them. 

Leading executives in nearly 
every kind of business are relying 
on McBee today to save them time, 
money, work and worry. 

That's why McBee sales have 
multiplied sixfold in just a few 
short years. 

There’s a McBee man near you 
who will tell you frankly whether 
or not McBee can help you. Ask 
him to drop in. Or write us. 


THE McBEE COMPANY 
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Sole Manufacturer of Keysort—The Marginally Punched Card 
295 Madison Avenue, New York 17, N. Y. Offices in principal cities 
The McBee Company, Ltd., 11 Bermondsey Road, Toronto 13, Ont., Can. 

















WE STRIVE TO BUILD THE WORLD'S 
BEST ADDING MACHINES | 
AND OUR USERS BELIEVE WE DO 


DEALER FRANCHISE AVAILABLE IN CITIES 
WHERE WE ARE NOT AT PRESENT REPRESENTED 


ALLEN W WALES 


ALLEN-WALES ADDING MACHINE DIVISION 
| OF 
| | : || 
THE NATIONAL CASH REGISTER COMPANY > 
444 MADISON AVENUE @ 
NEW YORK 22, N. Y. © 





